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7KH SXUSRVH RI WKLV SDSHU LV WR DQDO\]H WKH LPSDFW RI ILQDQFLDO FULVHV RQ IRUHLJQ GLUHFW
LQYHVWPHQW )', DFWLYLW\ 7KH SDSHU ZLOO H[DPLQH ZKHWKHU RU QRW WKHUH LV ILUH VDOH )',
LQ KRVW FRXQWULHV GXULQJ D ILQDQFLDO FULVLV $OVR LW H[SORUHV WKH H[WHQW WR ZKLFK )',
LQIORZV LV DIIHFWHG E\ WKH RFFXUUHQFH RI D ILQDQFLDO FULVLV 7KH SDSHU DGGV D GHWDLO DERXW
WKH W\SHV RI ILQDQFLDO FULVHV ,W LV H[SHFWHG WKDW GLIIHUHQW W\SHV RI ILQDQFLDO FULVHV KDYH
YDU\LQJ HIIHFWV RQ )', LQIORZV +HQFH ILQDQFLDO FULVHV DUH FDWHJRUL]HG LQWR EDQNLQJ
FULVLV LQIODWLRQ FULVLV DQG FXUUHQF\ FULVLV ,W LV DOVR H[SHFWHG WKDW GLIIHULQJ W\SHV RI )',
KDYH GLIIHUHQW UHDFWLRQ WR ILQDQFLDO FULVHV KHQFH )', LQIORZV DUH GLVWLQJXLVKHG EHWZHHQ
WZR JURXSV LQFOXGLQJ FURVVERUGHU PHUJHU DQG DFTXLVLWLRQV 0	$ DQG JUHHQILHOG
LQYHVWPHQW 7KH VDPSOH XVHG LQ WKLV SDSHU LV EDVHG RQ  GHYHORSHG FRXQWULHV DFURVV
IRXU HFRQRPLF UHJLRQV IRU WKH SHULRG  7KH SDSHU XVHV D SDQHO GDWD DQDO\VLV
WR FKHFN WKH DSSURSULDWHQHVV DQG HIIHFWLYHQHVV RI ILQDQFLDO FULVHV LQ WKH )', UHJUHVVLRQ
PRGHO 7KH HPSLULFDO UHVXOWV LQGLFDWH WKDW ILQDQFLDO FULVHV KDYH VWURQJ QHJDWLYH HIIHFWV
RQ )', DFWLYLW\ LQ P\ VDPSOH ,Q SDUWLFXODU EDQNLQJ FULVLV DQG FXUUHQF\ FULVLV DUH VKRZQ
WR UHGXFH WKH YDOXH RI )', LQIORZV )', VWRFNV DQG JUHHQILHOG )', DFWLYLWLHV VLJQLILFDQWO\
ZKLOH LQIODWLRQ FULVLV KDV OLWWOH LPSDFW )', DFWLYLW\ , GR QRW ILQG HYLGHQFH LQ VXSSRUWLQJ
WKH ILUH VDOH )', K\SRWKHVLV LQ P\ VDPSOH 2Q WKH RWKHU KDQG ILQDQFLDO FULVHV OHDG WR
ODUJH GHFOLQH LQ WKH YDOXH RI FURVVERUGHU 0	$
.H\ZRUGV )RUHLJQ GLUHFW LQYHVWPHQW )', )LUH VDOH )', )LQDQFLDO FULVHV FURVVERUGHU
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Y$FNQRZOHGJPHQWV
)LUVW RI DOO , ZRXOG OLNH WR WKDQN P\ VXSHUYLVRU 'U 6FRWW *RGGDUG IRU KLV YDOXDEOH
KHOS VXSSRUW DQG DGYLFH WKURXJKRXW P\ GLVVHUWDWLRQ , DOVR GHHSO\ WKDQN P\ WXWRUV
LQ WKH %XVLQHVV 6FKRRO RI WKH 8QLYHUVLW\ RI 1RWWLQJKDP IRU WKHLU WHDFKLQJ DQG
JXLGDQFH GXULQJ P\ PDVWHU SURJUDPPH )LQDOO\ , ZRXOG OLNH WR WKDQN P\ SDUHQWV
IRU WKHLU OLVWHQLQJ DQG VXSSRUWV GXULQJ WKH SHULRG WKLV UHVHDUFK WRRN SODFH
 ,QWURGXFWLRQ
7KH UROH RI IRUHLJQ GLUHFW LQYHVWPHQW )', LQ WKH ZRUOG PDUNHW KDV EHHQ
LQFUHDVLQJO\ LPSRUWDQW $V FDQ EH VHHQ IURP )LJXUH  ZKLFK SUHVHQWV WKH WUHQGV RI
)', LQIORZV LQ WKH ZRUOG DV ZHOO DV LQ WKH GHYHORSHG DQG GHYHORSLQJ QDWLRQV WKH
ZRUOG )', LQIORZV KDYH EHHQ LQFUHDVLQJ DW D UDSLG UDWH VLQFH WKH HDUO\ V 7DEOH
$ SURYLGHV WKH DFWXDO GDWD IRU )', LQIORZV IURP  WR  'XULQJ WKH SHULRG RI
 WKH ZRUOG )', LQIORZV LQFUHDVHG IURP  ELOOLRQ 86 GROODUV WR
 ELOOLRQ 86 GROODUV 7KH DYHUDJH JURZWK UDWH LV DERXW  D \HDU FRPSDUHG
ZLWK WKH DYHUDJH UDWH RI  IRU ZRUOG H[SRUWV RI JRRGV DQG QRQIDFWRU VHUYLFHV
GXULQJ WKH VDPH WLPH SHULRG 81&7$'  2ZLQJ WR WKH VORZLQJ RI HFRQRPLF
DFWLYLW\ LQ PDMRU LQGXVWULDO HFRQRPLHV DQG D VKDUS GHFUHDVH LQ WKHLU VWRFN PDUNHW
DFWLYLWLHV JOREDO )', LQIORZV GHFOLQHG VKDUSO\ VLQFH  HVSHFLDOO\ LQ WKH
GHYHORSHG HFRQRPLHV *OREDO )', IORZV EHJDQ WR ERWWRP RXW LQ  DQG SHDNHG DW
 ZLWK )', LQIORZV RI  ELOOLRQ 86 GROODUV 7KH JOREDO ILQDQFLDO FULVLV
RFFXUUHG LQ  GULYHQ GRZQ JOREDO )', LQIORZV DJDLQ KRZHYHU LW KDV EHHQ LQ WKH
ZD\ RI UHFRYHU\ VLQFH  DQG URVH E\  WR  ELOOLRQ 86 GROODUV LQ 
)XUWKHUPRUH DV LQGLFDWHG LQ )LJXUH  GHYHORSLQJ FRXQWULHV DUH EHFRPLQJ
LQFUHDVLQJO\ DWWUDFWLYH LQYHVWPHQW GHVWLQDWLRQV DQG KDYH DWWUDFWHG PRUH WKDQ KDOI
RI JOREDO )', IORZ LQ  IRU WKH ILUVW WLPH 81&7$'  &RXQWULHV LQ
GHYHORSLQJ UHJLRQV DUH WDNLQJ VWHSV WR LPSURYH WKH SULQFLSDO GHWHUPLQDQWV
LQIOXHQFLQJ WKH ORFDWLRQDO FKRLFH RI )', &RPSDUHG ZLWK GHYHORSHG FRXQWULHV
GHYHORSLQJ FRXQWULHV KDYH VXSHULRU FRPSHWLWLYH DGYDQWDJHV LQ ERWK VRFLRHFRQRPLF
DQG EXVLQHVV OHYHO $V D UHVXOW GHYHORSLQJ FRXQWULHV DUH QRZ EHFRPH WKH PDLQ
FDSLWDO UHFLSLHQWV ZKLOH GHYHORSHG FRXQWULHV DUH PRUH OLNHO\ WR VHHN LQYHVWPHQW
RSSRUWXQLWLHV LQ GHYHORSLQJ HFRQRPLHV
)LJXUH  7UHQGV RI )', LQIORZV DQQXDO  FXUUHQW 86 GROODUV LQ
ELOOLRQV
6RXUFH 8QLWHG 1DWLRQV &RQIHUHQFH RQ 7UDGH DQG 'HYHORSPHQW
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7KH DGYDQWDJHV RI )', KDYH EHHQ LGHQWLILHG E\ D ODUJH QXPEHU RI WKHRUHWLFDO
OLWHUDWXUHV LQ HFRQRPLFV 0DQ\ RI WKHP UHYHDO WKDW )', KDV D EHQHILFLDO LQIOXHQFH RQ
HFRQRPLF GHYHORSPHQW LQ WKH KRVW FRXQWULHV 8UDWD  LQGLFDWHG WKDW )', KDG
OHG WR WKH UDSLG HFRQRPLF GHYHORSPHQW LQ (DVW $VLD VLQFH WKH PLGV $OVR )DQ
DQG 'LFNLH  FODLPHG WKDW )', FRQWULEXWHG VLJQLILFDQWO\ WR WKH HFRQRPLF
JURZWK RI WKH $6($1 ,QGRQHVLD 0DOD\VLD 3KLOLSSLQHV 6LQJDSRUH DQG 7KDLODQG
HFRQRPLHV %RUHQV]WHLQ HW DO  VWDWHG WKDW )', DFWLYLW\ FDQ FRQWULEXWH PRUH
HFRQRPLF JURZWK WKDQ GRPHVWLF LQYHVWPHQWV E\ WUDQVIHUULQJ WHFKQRORJ\ +RZHYHU
%RUHQV]WHLQ HW DO  SURYLGHG IXUWKHU HYLGHQFH WKDW WKH LQFUHDVLQJ SURGXFWLYLW\
UHVXOWHG IURP )', KROGV RQO\ ZKHQ D PLQLPXP WKUHVKROG VWRFN RI KXPDQ FDSLWDO LV
DYDLODEOH LQ WKH KRVW FRXQWU\ $OIDUR HW DO  DOVR FODLPHG WKDW )', FDQ RQO\ EH
EHQHILFLDO WR KRVW FRXQWULHV ZLWK ZHOOGHYHORSHG ILQDQFLDO PDUNHW %HVLGHV WKH
HFRQRPLF JURZWK RWKHU EHQHILFLDO HIIHFWV WKDW KDYH EHHQ FLWHG PRVWO\ E\
HFRQRPLVWV DUH HPSOR\PHQW FUHDWLRQ WUDQVIHUULQJ SURGXFWLRQ WHFKQRORJ\ DQG VNLOO
LQFUHDVLQJ LQQRYDWLYH FDSDFLW\ LPSURYLQJ SURGXFWLYLW\ DQG FRPSHWLWLRQ DQG
HQKDQFLQJ DFFHVV WR IRUHLJQ PDUNHWV +HUPDQ HW DO  7R GHYHORSLQJ FRXQWULHV
ZLWK ORZ VDYLQJV DQG LQYHVWPHQW UDWH DQG WKHUHIRUH ORZ *'3 SHU FDSLWD JURZWK
UDWH RQH HIIHFWLYH ZD\ WR HVFDSH IURP WKH ORZ OHYHO HTXLOLEULXP WUDS LV WR DWWUDFW
PRUH IRUHLJQ ILQDQFLDO FDSLWDO E\ PHDQV RI )', +D\DPL 
0RUHRYHU DV DQ LPSRUWDQW VRXUFH RI SULYDWH H[WHUQDO ILQDQFH )', LV SHUFHLYHG PRUH
VWDEOH WKDQ RWKHU W\SHV RI FDSLWDO IORZV OLNH SRUWIROLR LQYHVWPHQW RU IRUHLJQ EDQN
OHQGLQJ 2VHL HW DO  7KH UHDVRQ LV WKDW )', LV PRWLYDWHG ODUJHO\ E\ WKH
LQYHVWRUV¶ ORQJWHUP SURVSHFWV IRU PDNLQJ SURILWV LQ SURGXFWLRQ DFWLYLWLHV WKDW WKH\
GLUHFWO\ FRQWURO )RUHLJQ EDQN OHQGLQJ DQG SRUWIROLR LQYHVWPHQW RQ WKH RWKHU KDQG
DUH PRWLYDWHG E\ VKRUWWHUP FRQVLGHUDWLRQV RQ LPPHGLDWH ILQDQFLDO JDLQV DQG
LQYHVWPHQW GHFLVLRQV WKDW FDQ EH DIIHFWHG E\ D QXPEHU RI IDFWRUV OLNH LQWHUHVW UDWH
81&7$'  7KXV IRUHLJQ EDQN OHQGLQJ DQG SRUWIROLR LQYHVWPHQW DUH PRUH
YRODWLOH WKDQ )', 7KLV GLIIHUHQFH KDV EHHQ KLJKOLJKWHG E\ WKH SKHQRPHQRQ ZKHUH
VRPH ILQDQFLDO FULVHV DUH PDUNHG E\ WKH VLPXOWDQHRXV RXWIORZ RI IRUHLJQ SRUWIROLR
LQYHVWPHQW DQG DQ LQIORZ RI )', 7KH EHVW VWXGLHG LQVWDQFH RI VXFK DQ HSLVRGH PD\
EH WKH $VLDQ ILQDQFLDO FULVLV RI  ,Q  )', LQIORZV WR VRPH RI WKH
DIIHFWHG FRXQWULHV LQFOXGLQJ ,QGRQHVLD 6RXWK .RUHD DQG 7KDLODQG UHPDLQHG
SRVLWLYH DQG GHFOLQHG RQO\ VOLJKWO\ IRU WKH JURXS ZKHUHDV EDQN OHQGLQJ DQG SRUWIROLR
LQYHVWPHQW IORZV GHFOLQHG VKDUSO\ DQG HYHQ WXUQHG QHJDWLYH $WKXNRUDOD 
$FKD\UD HW DO  VWXGLHG WKH EHKDYLRU RI )', DQG IRUHLJQ SRUWIROLR LQYHVWPHQWV
DQG IRXQG WKDW LQ FRXQWULHV LQIOXHQFHG E\ WKH $VLDQ ILQDQFLDO FULVLV WKHUH LV D VWURQJ
FRUUHODWLRQ EHWZHHQ WKH WZR W\SHV RI FDSLWDO IORZV $FKD\UD HW DO  VKRZHG
WKDW WKH FRUUHODWLRQ ZDV SRVLWLYH GXULQJ QRQFULVLV SHULRGV DQG QHJDWLYH GXULQJ WKH
FULVLV ZKLFK H[SODLQV WKH $VLDQ ILQDQFLDO FULVLV KDG EHHQ UHSUHVHQWHG E\ D PRGHVW
GHFOLQH LQ )', 0RUHRYHU E\ XVLQJ D SDQHO GDWDVHW RI  FRXQWULHV GXULQJ WKH SHULRG
RI  /HYFKHQNR DQG 0DXUR  IRXQG WKDW )', IORZV DUH OHVV YRODWLOH
WKDQ SRUWIROLR GHEW IORZV DQG EDQN OHQGLQJ 7KLV KDV OHG WR WKH ILUHVDOH )',
K\SRWKHVLV ZKHUH )', LQIORZV WHQG WR LQFUHDVH GXULQJ D ILQDQFLDO FULVLV $FKDU\D HW
DO  +RZHYHU 8UDWD  DUJXHG WKDW ILQDQFLDO FULVHV FDQ DGYHUVHO\ DIIHFW
)', EHFDXVH RI WKH LQFUHDVLQJ GHWHULRUDWHG DQG XQFHUWDLQ GRPHVWLF VRFLDOHFRQRPLF
HQYLURQPHQW UHVXOWHG IURP WKH FULVLV $FWXDOO\ WKH VXUJH RI )', IORZV GXULQJ
SUHYLRXV ILQDQFLDO FULVHV WKH $VLDQ FULVLV IRU H[DPSOH KDV EHHQ DVVRFLDWHG ZLWK DQ
LQFUHDVH LQ PHUJHU DQG DFTXLVLWLRQ 0	$ DFWLYLWLHV ,Q FRQWUDVW WKH VLJQLILFDQW
GHFOLQH LQ 0	$ DFWLYLW\ GXULQJ  KDV UHVXOWHG LQ D ODUJH GHFUHDVH LQ JOREDO
)', LQIORZV GXULQJ WKH FXUUHQW ILQDQFLDO FULVLV 81&7$'  'LIIHUHQW EHKDYLRU RI
0	$ DFWLYLW\ GXULQJ WKH WZR GLVWLQFW ILQDQFLDO FULVHV PD\ WR VRPH H[WHQW LOOXVWUDWH
WKDW ILQDQFLDO FULVHV ZLWK GLIIHULQJ QDWXUHV KDYH SRWHQWLDOO\ GLIIHUHQWLDO HIIHFWV RQ
)', DQG GLIIHUHQW W\SHV RI )', PD\ UHDFW GLIIHUHQWO\ WR ILQDQFLDO FULVHV
7KLV SDSHU LV DQ DWWHPSW WR VKHG OLJKW RQ WKH ILUHVDOH )', K\SRWKHVLV DQG WKH
UHODWLRQVKLS EHWZHHQ ILQDQFLDO FULVHV DQG )', DFWLYLW\ 7\SLFDOO\ , IRFXV RQ WKH
GHYHORSHG HFRQRPLHV VLQFH PRVW HPSLULFDO OLWHUDWXUHV FRQFHUQLQJ WKH UHODWLRQVKLS
EHWZHHQ )', LQIORZV DQG ILQDQFLDO FULVLV KDYH ODLG DWWHQWLRQ RQ GHYHORSLQJ DQG
HPHUJLQJ HFRQRPLHV 7KH PDLQ REMHFWLYH RI WKLV SDSHU LV WR DQDO\]H WKH LPSDFW RI
ILQDQFLDO FULVHV RQ )', DFWLYLW\ ZLWKLQ WKH VDPSOH RI GHYHORSHG FRXQWULHV 7\SLFDOO\
, H[DPLQH ZKHWKHU RU QRW WKHUH LV D ILUH VDOH )', LQ WKH GHYHORSHG FRXQWULHV GXULQJ
D ILQDQFLDO FULVLV DQG DQVZHU WKH TXHVWLRQ RI WR ZKDW H[WHQW WKH )', LQIORZV DUH
LQIOXHQFHG E\ WKH RFFXUUHQFH RI D ILQDQFLDO FULVLV 7KH SDSHU DGGV D GHWDLO DERXW WKH
W\SHV RI ILQDQFLDO FULVHV 3DUWLFXODUO\ LW LV H[SHFWHG WKDW GLIIHUHQW W\SHV RI ILQDQFLDO
FULVLV KDYH YDU\LQJ HIIHFWV RQ )', LQIORZV +HQFH ILQDQFLDO FULVHV DUH FDWHJRUL]HG
LQWR EDQNLQJ FULVLV LQIODWLRQ FULVLV DQG FXUUHQF\ FULVLV , DOVR H[SHFW WKDW GLIIHULQJ
W\SHV RI )', KDYH GLIIHUHQW UHDFWLRQ WR ILQDQFLDO FULVHV DQG , GLYLGHG )', LQIORZV LQWR
WZR JURXSV LQFOXGLQJ 0	$ DQG *UHHQILHOG LQYHVWPHQW 7KLV SDSHU LV H[SHFWHG WR
FRQWULEXWH WR WKH OLWHUDWXUH E\ LQYHVWLJDWLQJ WKH ILUH VDOH )', K\SRWKHVLV DQG WKH
UHODWLRQVKLS EHWZHHQ )', DQG ILQDQFLDO FULVHV XQGHU WKH FRQVLGHUDWLRQ WKDW GLIIHUHQW
W\SH RI )', UHVSRQVH GLIIHUHQWO\ WR GLIIHULQJ W\SHV RI ILQDQFLDO FULVHV $SDUW IURP
%RJDFK DQG 1R\  ZKR KDYH LQFOXGHG WKH VLPLODU W\SRORJLHV RI ILQDQFLDO FULVHV
DQG )', LQ WKHLU HPSLULFDO UHVHDUFK LQ WKH GHYHORSLQJ FRXQWULHV WKLV SDSHU PD\ EH
WKH SLRQHHU IRU VXFK D VWXG\ LQ GHYHORSHG HFRQRPLHV 7KH UHVXOWV RI P\ HPSLULFDO
DQDO\VLV LQGLFDWH WKDW ILQDQFLDO FULVHV KDYH VWURQJ QHJDWLYH HIIHFWV RQ )', DFWLYLW\ LQ
P\ VDPSOH ,Q SDUWLFXODU EDQNLQJ FULVLV DQG FXUUHQF\ FULVLV DUH VKRZQ WR UHGXFH WKH
YDOXH RI )', LQIORZV )', VWRFNV DQG JUHHQILHOG )', DFWLYLWLHV VLJQLILFDQWO\ ZKLOH
LQIODWLRQ FULVLV KDV OLWWOH LPSDFW )', DFWLYLW\ , GR QRW ILQG HYLGHQFH LQ VXSSRUWLQJ WKH
ILUH VDOH )', K\SRWKHVLV LQ P\ VDPSOH 2Q WKH RWKHU KDQG ILQDQFLDO FULVHV OHDG WR D
ODUJH GHFOLQH LQ WKH YDOXH RI FURVVERUGHU 0	$
7KH UHVW RI WKLV SDSHU LV VWUXFWXUHG DV IROORZV ,Q VHFWLRQ  WKH WHUPV RI WKH NH\
ZRUGV LQ WKLV SDSHU ZLOO EH FOHDUO\ GHILQHG DQG GLVFXVVHG $OVR K\SRWKHVHV WRZDUGV
WKH FHQWUDO LVVXH DUH JLYHQ 6HFWLRQ  SURYLGHV D EULHI RYHUYLHZ RI SUHYLRXV VWXGLHV
RQ WKH LPSDFW RI ILQDQFLDO FULVHV RQ )', 6HFWLRQ  SUHVHQWV GDWD DV ZHOO DV GDWD
VRXUFHV 6HFWLRQ  RXWOLQHV WKH VSHFLILFDWLRQ RI HPSLULFDO PHWKRGRORJ\ 6HFWLRQ 
SURYLGHV WKH HPSLULFDO UHVXOWV DQG VXJJHVWV WKH UHODWLRQVKLS EHWZHHQ ILQDQFLDO
FULVHV DQG )', 6HFWLRQ  FRQFOXGHV WKH SDSHU
 &RQFHSWV WUHQGV DQG K\SRWKHVHV
7KH WHUP ILQDQFLDO FULVHV FDQ EH GHILQHG DV D GLVWXUEDQFH WR WKH ILQDQFLDO PDUNHWV LQ
ZKLFK VLWXDWLRQ ILQDQFLDO LQVWLWXWLRQV DQG DVVHWV ORVH WKHLU YDOXH UDSLGO\ &KDUOHV
.LQGOHEHUJHU DQG $OLEHU  7KH KLVWRU\ RI ILQDQFLDO FULVHV FDQ EH WUDFHG EDFN WR
VRYHUHLJQ GHIDXOWV DOVR NQRZQ DV H[WHUQDO GHEW FULVLV DQG SULYDWH EDQN IDLOXUHV
ZKLFK ZHUH WKH PDLQ IRUPV RI WKH FULVLV SULRU WR WKH WK FHQWXU\ 5HLQKDUW DQG
5RJRII  7KHQ ILQDQFLDO FULVHV ZHUH IHDWXUHG ZLWK ERWK GRPHVWLF DQG H[WHUQDO
GHEW GHIDXOW DIWHU WKH WK FHQWXU\ 6LQFH WKH WK FHQWXU\ ILQDQFLDO FULVHV KDYH
EHHQ D UHJXODU SKHQRPHQRQ 0DQ\ HFRQRPLVWV KDYH FRPH XS ZLWK DWWHQWLRQ RQ WKH
LPSDFW RI ILQDQFLDO FULVHV RQ WKH HFRQRPLF HQYLURQPHQW (FRQRPLF OLWHUDWXUHV RQ
WKLV WRSLF PDLQO\ IURP WKH WKHRUHWLFDO SHUVSHFWLYH EHJDQ WR GHYHORS UDSLGO\ GXULQJ
WKH ODVW GHFDGHV 7KH OLWHUDWXUHV LQLWLDOO\ LQYHVWLJDWHG WKH FXUUHQF\ FULVLV LQ WKH
V WKHQ EDQNLQJ FULVLV LQIODWLRQ FULVLV GHEW FULVLV RI V DQG ILQDOO\ WKH
VXGGHQ VWRSV LQ FDSLWDO IORZV LQ WKH V %RJDFK DQG 1R\  .UXJPDQ 
VXJJHVWHG WKDW LW LV QHFHVVDU\ WR XQGHUVWDQG WKH FDXVHV DQG HIIHFWV RI ILQDQFLDO
FULVHV ZKHQ IRUPXODWLQJ D FOHDU K\SRWKHVLV RQ WKH LPSDFW RI ILQDQFLDO FULVHV RQ )',
LQ ZKLFK FDVH , LQYHVWLJDWH WKH WKHRUHWLFDO PHFKDQLVPV PRGHOLQJ FULVHV ILUVWO\
 )LUH VDOH )',
)LQDQFLDO FULVHV RFFXUUHG LQ UHFHQW GHFDGHV KDYH EHHQ FKDUDFWHUL]HG E\ D UHVLOLHQW
)', LQ D QXPEHU RI KRVW FRXQWULHV $FKDU\D DQG 6KLQ  GHILQHG VXFK D
UHVLOLHQFH RI )', IORZV GXULQJ ILQDQFLDO FULVHV DV ILUH VDOH )', 0RUH VSHFLILFDOO\ ILUH
VDOH )', RFFXUV ZKHQ D VXGGHQ GHFOLQH LQ WKH GRPHVWLF SULFH FRPELQHG ZLWK JUHDWHU
DFFHVV WR ILQDQFH E\ IRUHLJQ LQYHVWRUV OHDGV WR EDUJDLQ VDOHV RI GRPHVWLF DVVHWV WR
IRUHLJQ EX\HUV W\SLFDOO\ E\ PHDQV RI FURVVERUGHU 0	$ 3RXOVHQ DQG +XIEDXHU
 $PRQJ WKH HPSLULFDO VWXGLHV WKDW H[DPLQH ILUH VDOH )', &DOGHURQ DQG 'LGLHU
 KDG JLYHQ ULVH WR D VSHFLILF SHUVSHFWLYH 7KH DXWKRUV DUJXHG WKDW ZKHQ
ILQDQFLDO FULVHV FLUFXPVFULEHG PDLQO\ WR WKH HPHUJLQJ PDUNHW IRUHLJQ LQYHVWRUV LQ
GHYHORSHG PDUNHW ZHUH QRW DIIHFWHG E\ OLTXLGLW\ FRQVWUDLQWV GXULQJ WKHVH HSLVRGHV
DQG VWLOO KDYH DFFHVV WR ILQDQFLDO UHVRXUFHV +HQFH WKH\ FDQ WDNH DGYDQWDJH RI
FKHDSHU LQYHVWPHQW RSSRUWXQLWLHV LQ ILQDQFLDOO\FRQVWUDLQHG GRPHVWLF PDUNHWV
&RQVHTXHQWO\ WKHUH LV DQ LQFUHDVH LQ IRUHLJQ DFTXLVLWLRQV LQ FULVLVDIIHFWHG FRXQWULHV
,QGHHG WKH SKHQRPHQRQ KDV EHHQ REVHUYHG LQ D QXPEHU RI HPHUJLQJ PDUNHWV )RU
LQVWDQFH DIIHFWHG E\ WKH $VLDQ ILQDQFLDO FULVLV RI  WKH DYHUDJH QXPEHU RI
0	$ GHDOV SHU TXDUWHU KDG LQFUHDVHG E\ DURXQG  WR  LQ /DWLQ $PHULFD
FRXQWULHV /$& GXULQJ WKH VHFRQG KDOI RI  &DOGHURQ DQG 'LGLHU  $
VLPLODU SDWWHUQ ZDV REVHUYHG LQ (DVWHUQ (XURSH DIWHU WKH 5XVVLDQ FULVLV LQ WKH WKLUG
TXDUWHU RI  ZKHUH WKH DYHUDJH QXPEHU RI 0	$ GHDOV KDG EHHQ LQFUHDVHG E\
 LQ VL[ PRQWKV DIWHU WKH EUHDN RXW RI WKH FULVLV &DOGHURQ DQG 'LGLHU 
(YLGHQFH FDQ DOVR EH IRXQG LQ WKH $VVRFLDWLRQ RI 6RXWKHDVW $VLDQ 1DWLRQV $6($1
UHJLRQ GXULQJ WKH FXUUHQW JOREDO ILQDQFLDO FULVHV RI  ZKHUH )', LQIORZV
UHPDLQHG SRVLWLYH DOWKRXJK SRUWIROLR IORZV WXUQHG VLJQLILFDQWO\ QHJDWLYH GXULQJ WKH
SHULRG 81&7$' 
(YHQ WKRXJK WKH ILUH VDOH )', LV HYLGHQFHG LQ VRPH FRXQWULHV GXULQJ ILQDQFLDO FULVHV
LW PD\ QRW VKDUH WKH VLPLODU SDWWHUQ ZKHQ RWKHU QDWLRQV RU ILQDQFLDO HSLVRGHV DUH

FRQFHUQHG 'XULQJ WKH  JOREDO ILQDQFLDO FULVHV IRU LQVWDQFH WKH QXPEHU RI
0	$ GHDOV LQ /$& KDV IDOOHQ E\ QHDUO\  IURP DURXQG  GHDOV SHU TXDUWHU LQ
 WR RQO\  LQ  81&7$'  7KH YDOXH LQ FURVVERUGHU 0	$ DOVR
GHFUHDVHG IURP DERXW  ELOOLRQ 86 GROODUV LQ WKH VHFRQG TXDUWHU RI  WR RQO\
 ELOOLRQ 86 GROODUV LQ WKH ODVW TXDUWHU RI  ,ELG %HVLGHV WKH /DWLQ $PHULFDQ
FRXQWULHV VLPLODU SDWWHUQ ZDV REVHUYHG LQ RWKHU UHJLRQV )RU H[DPSOH WKH QXPEHU
RI FURVVERUGHU 0	$ GHDOV GHFOLQHG E\  LQ (DVW $VLD DQG QHDUO\  LQ (DVWHUQ
(XURSH EHWZHHQ WKH VHFRQG TXDUWHU RI  DQG WKH IRXUWK TXDUWHU RI  ,ELG
,Q FRQWUDVW ZLWK WKH $VLDQ ILQDQFLDO FULVLV WKH  ILQDQFLDO FULVLV ZKLFK LV
RULJLQDWHG LQ WKH 8QLWHG 6WDWHV ZDV D ZRUOGZLGH ILQDQFLDO PHOWGRZQ &DOGHURQ DQG
'LGLHU  FODLPHG WKDW ZKHQ WKH ILQDQFLDO FULVLV VSUHDG WR WKH UHVW RI WKH ZRUOG
ERWK WKH RZQHUV RI ILUPV LQ GHYHORSLQJ FRXQWULHV DQG WKH SRWHQWLDO IRUHLJQ EX\HUV LQ
GHYHORSHG FRXQWULHV KDYH EHHQ DIIHFWHG E\ WKH VHYHUH OLTXLGLW\ FRQVWUDLQWV
&RQVHTXHQWO\ )', LQIORZV LQ VRPH HPHUJLQJ HFRQRPLHV GHFUHDVHG VLJQLILFDQWO\
GXULQJ WKH FULVLV $ VLPLODU SDWWHUQ VKRXOG EH REVHUYHG LQ WKH 8QLWHG 6WDWHV VLQFH WKH
PDLQ LQZDUG )', IORZV WR WKH 8QLWHG 6WDWHV FRPHV IURP GHYHORSHG FRXQWULHV ,W KDV
EHHQ FRQILUPHG E\ WKH GHFUHDVHG QXPEHU LQ FURVVERUGHU 0	$ GHDOV ZKLFK GHFOLQHG
E\ QHDUO\  LQ WKH TXDUWHU RI  FRPSDUHG ZLWK WKH VHFRQG TXDUWHU RI 
&RQWHVVL DQG 3DFH 
7KH RSSRVLWH SDWWHUQV RI )', LQIORZV GXULQJ WKH WZR GLIIHUHQW ILQDQFLDO FULVHV SHULRGV
LOOXVWUDWH WKDW ZKHWKHU RU QRW ILUH VDOH )', RFFXUV GXULQJ D ILQDQFLDO FULVLV VKRXOG
KDYH UHODWLRQ ZLWK WKH QDWXUH RI WKLV SDUWLFXODU ILQDQFLDO WXUPRLO +HQFH LW LV

H[SHFWHG WKDW ILUH VDOH )', PD\ QRW EH REVHUYHG LI WKH PDLQO\ VRXUFH FRXQWULHV KDYH
EHHQ LQYROYHG LQ WKH ILQDQFLDO FULVLV
 7\SHV RI ILQDQFLDO FULVHV DQG WKHLU LPSDFWV RQ )',
$V DFNQRZOHGJHG E\ .UXJPDQ  SS WKHUH LV QR JHQHUDOO\ DFFHSWHG IRUPDO
GHILQLWLRQ RI D FXUUHQF\ FULVLV EXW , NQRZ WKHP ZKHQ , VHH WKHP *HQHUDOO\
GHILQLWLRQV RI FXUUHQF\ FULVLV FDQ EH FDWHJRUL]HG LQWR WKUHH FODVVHV 7KH ILUVW FODVV
ZKLFK LV VSHFLILHG LQ D QDUURZ ZD\ GHILQHV D FXUUHQF\ FULVLV LQ WHUPV RI QRPLQDO
FXUUHQF\ GHSUHFLDWLRQ 2QH H[DPSOH RI VXFK D GHILQLWLRQ DSSHDUV LQ WKH ZRUN RI
)UDQNHO DQG 5RVH  ZKR GHILQHG D FXUUHQF\ FULVLV DV D QRPLQDO GHSUHFLDWLRQ RI
D FXUUHQF\ RI DW OHDVW  SHUFHQW DQG DW OHDVW  SHUFHQW LQFUHDVHV LQ WKH UDWH RI
GHSUHFLDWLRQ 7KH VHFRQG FODVV GHILQHV D FXUUHQF\ FULVLV LQ WHUPV RI FKDQJHV LQ UHDO
H[FKDQJH UDWHV DQG IRUHLJQ UHVHUYHV )RU LQVWDQFH *OLFN DQG +XWFKLVRQ 
GHILQHG D FXUUHQF\ FULVLV DV D VSHFXODWLYH DWWDFN RQ WKH IRUHLJQ H[FKDQJH YDOXH RI D
FXUUHQF\ +HQFH FXUUHQF\ FULVLV GHILQHG LQ WKLV ZD\ LQFOXGHV ERWK WKH ODUJH
GHSUHFLDWLRQ DQG VSHFXODWLYH DWWDFNV WKDW DUH HYHQWXDOO\ ZDUGHG RII E\ WKH
DXWKRULWLHV 6ROLPDQ  7KH WKLUG FODVV XVHG LQ WKH ZRUN RI .DPLQVN\ DQG
5HLQKDUW  FRQILUPV WKH RFFXUUHQFH RI D FXUUHQF\ FULVLV ZKHQ WKH DIIHFWHG
FRXQWU\ LWVHOI RU DQ LQWHUQDWLRQDO ILQDQFLDO LQVWLWXWLRQ DQG UHSXWDEOH ILQDQFLDO
DJHQFLHV UHSRUW WKH FULVLV &RPSDUHG ZLWK WKH RWKHU WZR FODVVHV RI GHILQLWLRQV WKH
WKLUG FODVV DYRLGV WKH VHWWLQJ RI DUELWUDU\ OLPLW RI GHYDOXDWLRQ $V D UHDVRQ WKDW WKH
GDWD FRQFHUQLQJ FXUUHQF\ FULVLV LV FROOHFWHG IURP WKH GDWDEDVH SURYLGHG E\ 5HLQKDUW
DQG 5RJRII  LQ WKH IROORZLQJ SDUW RI HPSLULFDO UHVHDUFK , HPSOR\ WKH

GHILQLWLRQ LQWURGXFHG E\ 5HLQKDUW DQG 5RJRII  ZKR GHILQH D FXUUHQF\ FULVLV DV
WKH VLWXDWLRQ LQ ZKLFK WKH DQQXDO GHSUHFLDWLRQ YHUVXV WKH 86 GROODU LV  RU PRUH
7KH FRQVHTXHQFHV RI D FXUUHQF\ FULVLV DUH XVXDOO\ D VKDUS GHSUHFLDWLRQ DQG FDQ
DIIHFW IRUHLJQ ILUPV LQ GLIIHUHQW ZD\V 6ROLPDQ  $WKXNRUDOD  LGHQWLILHG
WKUHH ZD\V LQ ZKLFK WKH FROODSVH RI D FXUUHQF\ FDQ H[HUW SRVLWLYH HIIHFWV RQ )',
)LUVWO\ PDVVLYH GHSUHFLDWLRQ UHGXFHV GRPHVWLF SURGXFWLRQ FRVWV VLQFH LQSXW SULFHV
KDYH EHHQ ORZHU LI PHDVXUHG LQ IRUHLJQ FXUUHQF\ LQ ZKLFK FDVH FRXQWULHV EHFRPH
PRUH DWWUDFWLYH IRU H[SRUWRULHQWHG IRUHLJQ LQYHVWPHQWV DV WKH UHODWLYH FKHDSHU
SURGXFWLRQ IDFWRUV 7KH VHFRQG HIIHFW PD\ EH GHFOLQHG LQYHVWPHQW FRVWV GXH WR WKH
UHGXFHG FRVWV RI WKH DVVHWV DV WKH GHPDQG GHFUHDVHV 7KLUGO\ WKH DQWLFULVLV
SDFNDJHV DQG QHZ OHJLVODWLRQV LQ UHODWLRQ WR IRUHLJQ LQYHVWPHQW FRQWURO DUH
H[SHFWHG WR FUHDWH QHZ RSSRUWXQLWLHV IRU 0	$ DFWLYLW\ +RZHYHU 6ROLPDQ
 SXWWHG IRUZDUG WZR ZD\V LQ ZKLFK D FXUUHQF\ FULVLV FDQ H[HUW QHJDWLYH
LQIOXHQFHV RQ IRUHLJQ LQYHVWPHQWV 6ROLPDQ  DUJXHG WKDW GHSUHFLDWLRQ LPSOLHV
VPDOOHU UHYHQXH HDUQHG LQ WKH KRVW FRXQWU\ IRU IRUHLJQ LQYHVWRUV LI PHDVXUHG LQ
IRUHLJQ FXUUHQF\ ZKLFK KDV D QHJDWLYH HIIHFW RQ LQZDUG )', 0RUHRYHU WKH FKDQJHV
LQ RQH FXUUHQF\ LQFUHDVH WKH YRODWLOLW\ RI IRUHLJQ H[FKDQJH PDUNHWV DQG WKHUHIRUH
WKH XQFHUWDLQW\ RI IXWXUH IRUHLJQ LQYHVWPHQW DFWLYLWLHV
%HVLGHV WKH WKHRUHWLFDO DVVHUWLRQV RQ WKH LPSDFW RI ILQDQFLDO FULVHV GLVFXVVHG DERYH
VRPH RWKHU UHVHDUFKHUV WHQG WR VWXG\ WKH OLQN EHWZHHQ ILQDQFLDO FULVHV DQG )', E\
PRGHOLQJ WKH FULVHV /LWHUDWXUHV UHJDUGLQJ WKHRUHWLFDO PRGHOV RI ILQDQFLDO FULVHV

FRPH LQWR WKUHH JHQHUDWLRQV 7KH ILUVW JHQHUDWLRQ PRGHO EHVW UHSUHVHQWHG E\
.UXJPDQ  HPSKDVL]HV WKH LQFRQVLVWHQF\ EHWZHHQ WKH H[FKDQJH UDWH
FRPPLWPHQW DQG WKH ILVFDO SROLF\ FKRLFH :KHQ DQ HFRQRP\ ZLWK D IL[HG H[FKDQJH
UDWH UHJLPH UXQV JRYHUQPHQW EXGJHW GHILFLW FRQWLQXRXVO\ WKH RQO\ ZD\ WR ILQDQFH
WKH LPEDODQFH LV WR FUHDWH PRQH\ VLQFH WKH LQIHDVLELOLW\ RI RWKHU PHDVXUHV LQFOXGLQJ
GHSOHWLQJ UHVHUYHV RU ERUURZLQJ LQGHILQLWHO\ ([FHVV PRQH\ FUHDWLRQ UHVXOWV LQ D
KLJK LQIODWLRQ UDWH ZKLFK LV LQFRQVLVWHQW ZLWK WKH IL[HG H[FKDQJH UDWH SHJ 7KHUHIRUH
WKH ILUVW JHQHUDWLRQ PRGHO HPSKDVL]HV WKH LQHYLWDELOLW\ RI FULVLV LQ D IL[HG UDWH
UHJLPH +RZHYHU FXUUHQF\ GHSUHFLDWLRQ WULJJHUHG E\ H[FHVV PRQH\ FUHDWLRQ LV
UHIOHFWHG LQ WHUPV RI QRPLQDO GHYDOXDWLRQ WKH UHDO H[FKDQJH UDWH UHPDLQV
XQFKDQJHG GXULQJ WKLV SURFHVV ,Q WKLV FDVH WKH LQFHQWLYHV IRU LQZDUG )', SURMHFWV
VKRXOG QRW EH DIIHFWHG E\ WKH FXUUHQF\ FULVLV
2Q WKH RWKHU KDQG WKH VHFRQG JHQHUDWLRQ PRGHO RI FULVLV SLRQHHUHG E\ 2EVWIHOG
 VWUHVVHV WKH PXOWLSOH HTXLOLEULD H[LVWHG LQ ILVFDO SROLFLHV DQG RWKHU
PDFURHFRQRPLF REMHFWLYHV LQ WKH SULYDWH VHFWRU 8QGHU D FXUUHQF\ FULVLV DXWKRULWLHV
DUH IRUFHG WR WDNH VWHSV WR GHIHQG WKH FXUUHQF\ GHYDOXDWLRQ *OLFN DQG +XWFKLVRQ
 :KHQ SROLFLHV LPSOHPHQWHG WR GHIHQG DQ H[FKDQJH UDWH WDUJHW VXFK DV
UDLVLQJ WKH GRPHVWLF LQWHUHVW UDWH KDYH QHJDWLYH HIIHFWV RQ DFWLYLWLHV LQ WKH SULYDWH
VHFWRU D VSHFXODWLYH DWWDFN LV OLNHO\ WR WDNH SODFH 2EVWIHOG  DUJXHG WKDW D
FXUUHQF\ FULVLV PD\ RFFXU HYHQ WKRXJK WKH FUXFLDO ILVFDO GLVHTXLOLEULD VWUHVVHG E\
.UXJPDQ  LQ WKH ILUVW JHQHUDWLRQ YLHZ ZHUH DEVHQW ZKLFK KDV EHHQ
HYLGHQFHG LQ WKH HDUO\ V LQ (XURSH :LWKLQ WKH VHFRQG JHQHUDWLRQ YLHZ WKH UHDO

H[FKDQJH UDWH KDV GURSSHG KRZHYHU LV H[SHFWHG WR VKLIWV LQ WKH IXWXUH 7KLV
LPSOLHV WKDW D FXUUHQF\ FULVLV PD\ RIIHU PRUH LQFHQWLYHV WR )', DFWLYLWLHV
,Q WKH V D QHZ URXQG RI ILQDQFLDO FULVHV ZKLFK KDG IHDWXUHG WURXEOHG ORFDO
ILQDQFLDO LQVWLWXWLRQV DQG VXGGHQ UHYHUVDOV RI VKRUWWHUP LQWHUQDWLRQDO FDSLWDO IORZV
RFFXUUHG LQ VRPH HPHUJLQJ PDUNHWV OLNH 0H[LFR $VLD DQG 5XVVLD &KDQJ DQG
9HODVFR  )ROORZLQJ WKH RFFXUUHQFH RI WKHVH ILQDQFLDO FULVHV WKH WKLUG
JHQHUDWLRQ PRGHO RI FULVHV ZDV SXW IRUZDUG WR DVVLJQ WKH WULJJHU RI ILQDQFLDO FULVHV
XVXDOO\ WKH EDQNLQJ FULVLV RQ WKH GLVWRUWLRQV LQ ILQDQFLDO VWUXFWXUH DQG EDQNLQJ
V\VWHP VLQFH SUHYLRXV PRGHOV KDG IDLOHG WR EH FRQVLVWHQW ZLWK WKH QHZ IHDWXUHV RI
WKH FULVHV *OLFN DQG +XWFKLVRQ  *HQHUDOO\ D EDQNLQJ FULVLV LV UHIHUUHG DV WKH
HYHQW LQ ZKLFK D VLJQLILFDQW IUDFWLRQ RI WKH EDQNLQJ VHFWRU LV LQVROYHQW EXW UHPDLQV
RSHQ &DSULR DQG .OLQJHELHO  0RUHRYHU VHYHU VLWXDWLRQ FDQ OHDG WR EDQN
FORVXUH PHUJLQJ RU WDNHRYHU /DHYHQ DQG 9DOHQFLD  7KHUH DUH YDULRXV
YHUVLRQV RI WKH WKLUG JHQHUDWLRQ PRGHO 2QH FURS RI WKH WKHRU\ DGYRFDWHG E\ &KDQJ
DQG 9HODVFR  SXWV WKH UROH RI LQWHUQDWLRQDO LOOLTXLGLW\ DW WKH FHQWHU RI WKH
LVVXH &KDQJ DQG 9HODVFR  GHILQHG LOOLTXLGLW\ DV D VLWXDWLRQ LQ ZKLFK WKH
OLTXLGDWLRQ YDOXH RI WKH ILQDQFLDO V\VWHP¶V DVVHWV LV LQVXIILFLHQW WR FRYHU LWV
VKRUWWHUP REOLJDWLRQV 7KLV PRGHO VXJJHVWV WKH SRVVLELOLW\ RI D EDQNLQJ FULVLV LQ DQ
RSHQ HFRQRP\ ZLWKLQ D 'LDPRQG DQG '\EYLJ  W\SH EDQNLQJ PRGHO LQ ZKLFK
VLWXDWLRQ EDQN WUDQVIHUV SDUW RI OLTXLG GHSRVLWV LQ GRPHVWLF DQG IRUHLJQ DVVHWV LQWR
LOOLTXLG DVVHWV ZKLFK FDQQRW EH UHDGLO\ FRQYHUWHG LQWR FDVK LQ WKH HYHQW RI D EDQN UXQ
7KH IHDU RI LQVXIILFLHQW FROODWHUDO PD\ OHDG WR ODUJH FDSLWDO RXWIORZ ZKLFK ZLOO

HYHQWXDOO\ WULJJHU WKH UHDO GHYDOXDWLRQ &KDQJ DQG 9HODVFR  ,Q WKLV FDVH
VLPLODU DV WKH VHFRQG JHQHUDWLRQ PRGHO RI FULVLV WKH EDQN UXQV DQG WKH EUHDNGRZQ
LQ WKH ILQDQFLDO LQVWLWXWLRQ PD\ HQWDLO QHZ RSSRUWXQLWLHV IRU )', DQG WKLV KDV EHHQ
ZLWQHVVHG LQ WKH $VLDQ FULVLV RI 
2WKHU WKLUG JHQHUDWLRQ PRGHOV KLJKOLJKW WKH HIIHFW RI PRUDO KD]DUGRYHUERUURZLQJ
JHQHUDWHG E\ ILQDQFLDO OLEHUDOL]DWLRQ DQG JRYHUQPHQW JXDUDQWHHV 'RROH\ 
%XUQVLGH (LFKHQEDXP DQG 5HEHOR  .UXJPDQ  'RROH\  SRLQWHG
RXW WKDW LPSOLFLW RU H[SOLFLW JRYHUQPHQW JXDUDQWHHV LQGXFH EDQNV WR WDNH H[FHVV
IRUHLJQ GHEW UHVXOWLQJ ODUJH SULYDWH FDSLWDO LQIORZV LQWR WKH FRXQWU\ ZKLFK DOZD\V
SUHFHGHV WKH FULVLV .UXJPDQ  DOVR DUJXHG WKDW PRUDO KD]DUG FDQ FUHDWH
RYHUSULFLQJ RI DVVHWV DQG DQ HQGRJHQRXV SROLF\ UHJLPH LQ ZKLFK LPSOLFLW
JXDUDQWHHV DUH PDLQWDLQHG RQO\ LI WKH\ DUH SURYHG QRW WR EH WRR H[SHQVLYH FDQ OHDG
WR VHOIIXOOLQJ FULVLV ,Q WKHVH FDVHV SOXQJLQJ DVVHW SULFHV XQGHUPLQH EDQNV $W WKH
VDPH WLPH WKH FROODSVH RI EDQNV LQ WXUQ UDWLILHV WKH GURS LQ WKH DVVHW SULFHV
.UXJPDQ  .UXJPDQ  KDG FLWHG WKLV PRGHO DV D MXVWLILFDWLRQ WR PDNH
VHQVH RI ILUH VDOH )', 7KLV LPSOLHV WKDW GHYDOXDWHG DVVHWV UHVXOWHG IURP
RYHULQYHVWPHQW DUH DOVR H[SHFWHG WR DWWUDFW PRUH )',
'HILQLWLRQ FRQFHUQLQJ LQIODWLRQ FULVHV DOVR YDULHV DFURVV GLIIHUHQW HPSLULFDO SDSHUV
)RU LQVWDQFH %UXQR DQG (DVWHUO\  SURSRVHG D QRQSDUDPHWULF GHILQLWLRQ LQ
WKHLU ZRUN ZKLFK GHILQHV D FRXQWU\ DV LQ DQ LQIODWLRQ FULVLV ZKHQ WKH LQIODWLRQ UDWH LV
DERYH  SHUFHQW ,Q WKLV SDSHU , IROORZ 5HLQKDUW DQG 5RJRII  LQ GHILQLQJ DQ

DQQXDO LQIODWLRQ UDWH RI  RU KLJKHU ZLWK DQ HFRQRP\ DV LQIODWLRQ FULVLV DOVR
NQRZQ DV H[FKDQJH UDWH FULVLV 7KHRUHWLFDO PRGHOV ZLWK UHVSHFW WR LQIODWLRQ FULVLV
HPSKDVL]H D UDSLG LQFUHDVH LQ WKH PRQH\ VXSSO\ DQG YHORFLW\ RI PRQH\ DV WKH URRW
FDXVHV RI FULVLV %UXQR DQG (DVWHUO\  ,Q DQ LQIODWLRQ FULVLV WKH QRPLQDO SULFH
OHYHO ZLWKLQ D VSHFLILF HFRQRP\ LQFUHDVHV UDSLGO\ LI LW LV PHDVXUHG LQ GRPHVWLF
FXUUHQF\ ZKHUHDV WKH UHDO SULFH OHYHO UHPDLQV XQFKDQJHG LI LW LV PHDVXUHG LQ
IRUHLJQ FXUUHQF\ ,ELG 7KHUHIRUH VLPLODU DV WKH ILUVW JHQHUDWLRQ PRGHO RI FULVLV LW
LV H[SHFWHG WKDW LQIODWLRQ FULVLV KDV OLWWOH LQFHQWLYHV IRU IRUHLJQ LQYHVWRUV WR HQWHU LQWR
GRPHVWLF PDUNHW
2Q WKH RWKHU KDQG SUHYLRXV VWXGLHV H[DPLQLQJ WKH LQIOXHQFH RI LQIODWLRQ UDWH
YRODWLOLW\ RQ )', LQIORZV DUJXH WKDW LQIODWLRQ UDWH FDQ EH DQ LQGLFDWRU RI HFRQRPLF
DQG SROLWLFDO FRQGLWLRQ LQ WKH KRVW FRXQWU\ DQG VKRXOG GLVFRXUDJH )', LQIORZ
3DUWLFXODUO\ ORZ LQIODWLRQ LV UHJDUGHG DV D VLJQ RI LQWHUQDO HFRQRPLF VWDELOLW\
ZKHUHDV KLJK LQIODWLRQ PHDQV WKH IDLOXUH RI WKH JRYHUQPHQW WR EDODQFH LWV EXGJHW
DQG WKH ODFN RI HIIHFWLYH PRQHWDU\ SROLF\ FRQGXFWHG E\ WKH FHQWUDO EDQN $NLQERDGH
6LHEULWV DQG 5RXVVRW  ,Q WKLV FDVH FXUUHQF\ FULVLV LV H[SHFWHG WR KDYH D
GLVFRXUDJLQJ HIIHFW RQ DWWUDFWLQJ IRUHLJQ LQYHVWPHQWV
6LPLODU WR RWKHU ILQDQFLDO FULVHV WKH GHILQLWLRQ RI GHEW FULVLV YDULHV RYHU WLPH DQG
GLIIHUHQW LQVWLWXWLRQV 2QH FRPPRQ YLHZ RQ WKH GHILQLWLRQ VD\V WKDW D GHEW FULVLV
UHIHUV WR WKH IDLOXUH RI JRYHUQPHQW WR PHHW D SULQFLSDO RU LQWHUHVW UDWH SD\PHQW RQ
WKH GXH GDWH 5HLQKDUW DQG 5RJRII  8QIRUWXQDWHO\ WKHRUHWLFDO OLWHUDWXUHV RQ

WKH HIIHFWV RI GHEW FULVLV KDYH QRW EHHQ ZHOO HVWDEOLVKHG 5RVH  %RJDFK DQG
1R\  $V D UHVXOW LW LV KDUG WR FKDUDFWHUL]H WKH LQIOXHQFHV RI WKH GHEW FULVLV RQ
WKH LQWHUQDWLRQDO OHYHO
,Q IDFW WKH RFFXUUHQFHV RI YDULRXV W\SHV RI ILQDQFLDO FULVHV DUH QRW LQGHSHQGHQW ZLWK
HDFK RWKHU RQ WKH RWKHU KDQG WKH\ LQWHUDFW ZLWK HDFK RWKHU JHQHUDOO\ )RU LQVWDQFH
LQ VRPH FLUFXPVWDQFH D FXUUHQF\ FULVLV FDQ OHDG WR D EDQNLQJ FULVLV DQG YLFH YHUVD
*OLFN DQG +XWKLVRQ  ,W VHHPV WKDW LW LV LPSRVVLEOH WR TXDOLI\ WKH LPSDFW RI
ILQDQFLDO FULVHV VHSDUDWHO\ +RZHYHU , IROORZ %RJDFK DQG 1R\  WR FRQWURO IRU
WKH W\SH RI FULVLV ZKHQ GRLQJ HPSLULFDO UHVHDUFK
 7\SHV RI )', DQG WKHLU YXOQHUDELOLW\ WR ILQDQFLDO FULVHV
5HIHUUHG DJDLQ WR )LJXUH  ZKHUH WUHQGV RI )', LQIORZV LQ GHYHORSHG DQG GHYHORSLQJ
FRXQWULHV DUH SUHVHQWHG )', LQIORZV WR GHYHORSHG FRXQWULHV KDYH DFFRXQWHG IRU
PDMRULW\ VKDUH LQ WRWDO )', LQIORZV 0RUHRYHU WKHUH LV DQ RQHWRRQH UHODWLRQVKLS
EHWZHHQ WKH WUHQGV RI )', LQIORZV LQ WKH ZRUOG DQG WKH GHYHORSHG FRXQWULHV VLQFH
WKH WZR VHULHV LQGLFDWRUV VHHP WR EHKDYH LQ D VLPLODU SDWWHUQ $V FDQ EH VHHQ IURP
WKH ILJXUH ERWK )', LQIORZ LQ WKH ZRUOG DQG LQ GHYHORSHG FRXQWULHV KDYH EHHQ
ZLWQHVVHG SHDNV LQ  DQG  :KHQ )', LQIORZV LQ WKH ZRUOG GHFUHDVHG DQ
LPPHGLDWH DQG VLJQLILFDQW GHFOLQH LQ WKH GHYHORSHG FRXQWULHV FDQ EH REVHUYHG 2Q
WKH RWKHU KDQG )LJXUH  LQGLFDWHV WKDW WKH WUHQG RI )', LQIORZ LQ WKH GHYHORSLQJ
FRXQWULHV LV UHODWLYHO\ FRQVWDQW DQG KDV OLWWOH FRUUHODWLRQ ZLWK WKH ZRUOG )', LQIORZ
GXULQJ WKH HQWLUH SHULRG XQGHU FRQVLGHUDWLRQ +RZHYHU ZLWK WKH LQFUHDVLQJ

LPSRUWDQFH RI )', LQIORZV WR GHYHORSLQJ FRXQWULHV WKH UHODWLRQVKLS EHWZHHQ WKH
WRWDO )', LQIORZV DQG )', LQIORZV LQ GHYHORSLQJ FRXQWULHV LV H[SHFWHG WR EH FORVHU
$OVR WKH FRPSHWLWLRQ EHWZHHQ GHYHORSHG DQG GHYHORSLQJ FRXQWULHV LV H[SHFWHG WR
EH LQFUHDVLQJO\ LQWHQVH LQ DWWUDFWLQJ )',
$V KDYH EHHQ REVHUYHG LQ WKH ODVW VHFWLRQ ILQDQFLDO FULVLV FDXVHG E\ GLIIHUHQW IDFWRUV
PD\ OHDG WR GLIIHUHQW FRQVHTXHQFHV LQ WKH GRPHVWLF PDUNHW WKHUHIRUH GLIIHUHQW
LQFHQWLYHV IRU LQWHUQDWLRQDO LQYHVWRUV $GGLWLRQDOO\ , H[SHFW WKDW WKH UHVSRQVHV RI
)', WR ILQDQFLDO FULVHV YDU\ DFURVV GLIIHUHQW IRUPV RI IRUHLJQ LQYHVWPHQW ,
FKDUDFWHUL]H )', LQWR WZR W\SHV ZKLFK DUH FURVVERUGHU 0	$ DFWLYLWLHV DQG
JUHHQILHOG )', DFFRUGLQJ WR WKH GLIIHULQJ WLPH KRUL]RQV &URVVERUGHU 0	$ DQG
JUHHQILHOG )', DUH WZR GLIIHUHQW HQWU\ PRGHV IRU )', *HQHUDOO\ FURVVERUGHU 0	$
UHIHUV WR D PDUNHW DFFHVV PRGH WKURXJK DFTXLULQJ DQ H[LVWLQJ ILUP LQ WKH KRVW
FRXQWU\ ZKHUHDV JUHHQILHOG )', LQYROYHV D QHZ VXEVLGLDU\ HVWDEOLVK &DOGHURQ
/RD\]D DQG 6HUYHQ  &RPSDUHG ZLWK JUHHQILHOG )', 0	$ VKRXOG EH OHVV WLPH
FRQVXPLQJ VLQFH LW MXVW D WUDQVIHU RI H[LVWLQJ DVVHWV IURP ORFDO ILUPV WR IRUHLJQ RQHV
'LIIHUHQW WLPH KRUL]RQV DUH H[SHFWHG WR H[SODLQ WKH GLIIHULQJ DWWUDFWLYHQHVV RI WKH
WZR )', HQWU\ PRGHV GXULQJ D ILQDQFLDO FULVLV 7\SLFDOO\ ZKHQ D FULVLV LQYROYHG D UHDO
GHSUHFLDWLRQ LV SUHGLFWHG WR EH VKRUWOLYHG LW LV PRUH OLNHO\ WR REVHUYH D 0	$ ERRP
2Q WKH RWKHU KDQG WKH LQFHQWLYHV IRU JUHHQILHOG )', DUH H[SHFWHG WR EH OHVV VLQFH LW
HQWDLOV D ORQJHUWHUP SURVSHFWV LQ WKH IXWXUH

 /LWHUDWXUH UHYLHZ
 /LWHUDWXUHV UHODWLQJ WR WKH HYROXWLRQ RI )', LQ UHFHQW ILQDQFLDO FULVHV
(YHQ WKRXJK D ODUJH QXPEHU RI HPSLULFDO OLWHUDWXUHV KDYH EHHQ GHYHORSHG WR VWXG\
WKH UHODWLRQVKLS EHWZHHQ ILQDQFLDO FULVHV DQG )', PRVW RI WKHP WHQG WR H[DPLQH WKH
SDWWHUQ RI )', DFWLYLW\ GXULQJ RQH SDUWLFXODU ILQDQFLDO FULVLV VXFK DV WKH $VLDQ
ILQDQFLDO FULVLV RI  DQG WKH FXUUHQW JOREDO ILQDQFLDO FULVLV RI 
7KH ILQGLQJV FRQFOXGHG IURP WKHVH ILQDQFLDO FULVHV FRQWULEXWH VLJQLILFDQWO\ WR WKH
XQGHUVWDQGLQJ RI WKH UHODWLRQVKLS EHWZHHQ ILQDQFLDO FULVHV DQG )', DFWLYLW\ +RZHYHU
LW LV KDUG WR FODVVLI\ VRPH RI WKH ILQDQFLDO FULVHV LQWR DQ\ SDUWLFXODU W\SH RI FULVLV )RU
LQVWDQFH VRPH UHVHDUFKHUV UHJDUG WKH $VLDQ ILQDQFLDO FULVLV DV DQ H[DPSOH RI D
FXUUHQF\ FULVLV ZKLOH RWKHUV UHJDUG LW DV WKH EDQNLQJ FULVHV $V D UHVXOW , VXSSRVH
WKHVH HPSLULFDO ILQGLQJV KDYH PXOWLSOH LPSOLFDWLRQV RQ WKH LVVXH RI LQWHUHVW )RU
H[DPSOH WKH UHVXOWV UHJDUGLQJ WKH $VLDQ ILQDQFLDO FULVLV UHIOHFW WKH FRUUHODWLRQ
EHWZHHQ )', DQG WKH FXUUHQF\ FULVLV DV ZHOO DV WKH EDQNLQJ FULVLV
$PRQJ HPSLULFDO VWXGLHV RQ WKH UHODWLRQVKLS EHWZHHQ ILQDQFLDO FULVHV DQG )', PRVW
RI WKHP DUH UHODWHG WR WKH $VLDQ ILQDQFLDO FULVLV 7KH $VLDQ ILQDQFLDO FULVLV ZKLFK
EURNH RXW LQ 7KDLODQG LQ 0DUFK  OHDGV WR JUHDW GDPDJH WR $VLDQ HFRQRPLHV
1HYHUWKHOHVV WKH $VLDQ ILQDQFLDO FULVLV LPSDFWHG WKH HFRQRPLHV RI $VLDQ FRXQWULHV
GLIIHUHQWO\ )RU H[DPSOH 7KX  LQYHVWLJDWHG WKH LPSDFW RI WKH $VLDQ ILQDQFLDO
FULVLV RQ )', LQIORZV LQ 9LHWQDP DQG FRQFOXGHG WKDW IRUHLJQ LQYHVWPHQWV LQ 9LHWQDP
KDG EHHQ QHJDWLYHO\ DIIHFWHG GXULQJ WKH FULVLV ,Q KLV SDSHU WKH DXWKRU UHYHDOHG
WKDW 9LHWQDP FRXOG QRW HVFDSH IURP WKH LQIOXHQFHV RI WKH $VLDQ ILQDQFLDO FULVLV VLQFH

WKH PDLQ )', VRXUFH FRXQWULHV IRU 9LHWQDP ZHUH LQ WKH UHJLRQ RI $VLD3DFLILF 7KX
 SUHVHQWHG UHODWHG HYLGHQFH RQ WKH HPSLULFDO VWDWLVWLFV ZKLFK LQGLFDWHG WKDW
WKH DPRXQW RI OLFHQVHV JUDQWHG ZDV GHFOLQHG FRPSDUHG ZLWK WKH DPRXQW LQ 
DQG WKH UHDOL]DWLRQ RI H[LVWLQJ OLFHQVHG SURMHFWV ZDV DOVR GHOD\HG +RZHYHU 7KX
 SRLQWHG RXW WKDW WKH $VLDQ ILQDQFLDO FULVLV KDG KHOSHG WR LPSURYH WKH
LQYHVWPHQW HQYLURQPHQW E\ IRUFLQJ WKH JRYHUQPHQW WR PDNH VWUXFWXUDO UHIRUPV
ZKLFK DUH UHJDUGHG DV D NH\ IDFWRU LQ DWWUDFWLQJ IRUHLJQ LQYHVWRUV WR LQYHVW DEURDG
(PSLULFDO UHVXOWV DFKLHYHG E\ :LH  DOVR LQGLFDWHG WKDW ILQDQFLDO FULVHV KDYH D
QHJDWLYH HIIHFW RQ )', DFWLYLW\ 7KURXJK WKH H[DPLQDWLRQ RQ WKH YDOXH RI )', DQG
LQYHVWPHQW FOLPDWH VXUURXQGLQJ WKH $VLDQ ILQDQFLDO FULVLV LQ ,QGRQHVLD :LH 
IRXQG WKDW ERWK GRPHVWLF LQYHVWPHQW DQG )', GURSSHG GUDPDWLFDOO\ DIWHU WKH FULVLV
ZKLFK ZDV ODUJHO\ EHFDXVH RI WKH GHWHULRUDWLQJ LQYHVWPHQW FOLPDWH
2Q WKH RWKHU KDQG VRPH HFRQRPLVWV KDYH JRW RSSRVLWH UHVXOWV FRQFHUQLQJ WKH
EHKDYLRU RI )', DFWLYLW\ DURXQG ILQDQFLDO FULVHV LQ WKH GHYHORSLQJ FRXQWULHV )RU
LQVWDQFH $WKXNRUDOD  LQYHVWLJDWHG )', GXULQJ WKH $VLDQ ILQDQFLDO FULVLV LQ
(DVW $VLD $IWHU WKH H[DPLQDWLRQ RQ )', SROLF\ DQG RYHUDOO LQYHVWPHQW FOLPDWH
GXULQJ WKH FULVLV LQ WKH ILYH LQIOXHQFHG FRXQWULHV 7KDLODQG 0DOD\VLD ,QGRQHVLD
.RUHD DQG WKH 3KLOLSSLQHV WKH DXWKRU IRXQG WKDW )', ZDV UHODWLYHO\ VWDEOH GXULQJ
WKH FULVLV FRPSDUHG WR RWKHU IRUPV RI FDSLWDO LQIORZV OLNH SRUWIROLR LQYHVWPHQW DQG
IRUHLJQ GHEW HYHQ WKRXJK D PRGHVW GHFOLQH LQ WKH LPPHGLDWH DIWHUPDWK RI WKH FULVLV
$ VLPLODU LQYHVWLJDWLRQ KDV EHHQ FRQGXFWHG E\ &KHRQJ  LQ WKH VDPH ILYH
FRXQWULHV DQG REVHUYHG WKDW H[SRUWHUV SHUIRUPHG EHWWHU WKDQ ORFDO QRQH[SRUWLQJ

ILUPV GXULQJ WKH FULVLV LQ WHUPV RI VDOHV SURILWV DQG RSHUDWLQJ FDSDFLW\ 7KH DXWKRU
DOVR IRXQG WKDW ILUPV ZLWK LQFUHDVHG )', ZHUH FRPSDQLHG E\ DQ LQFUHDVH LQ WKH
DVVHWV 7KH VWDEOH FKDUDFWHU RI )', IORZV ZDV DOVR FRQILUPHG E\ WKH ZRUNV RI
/RXQJDQL DQG 5D]LQ  DV ZHOO DV .LP DQG +ZDQJ 
)ROORZLQJ WKH SKHQRPHQD RI LQFUHDVLQJ )', DFWLYLW\ GXULQJ WKH $VLDQ ILQDQFLDO FULVLV
WKDW LV WKH ILUH VDOH )', VRPH HPSLULFDO UHVHDUFKHV WHQG WR LQYHVWLJDWH WKH UHDVRQV
EHKLQG LW )RU H[DPSOH $FKDU\D 6KLQ DQG <RUXOPD]HU  HPSOR\HG DQ
DJHQF\WKHRUHWLF IUDPHZRUN IRU WKH ILUH VDOH )', SKHQRPHQRQ DQG IRXQG WKDW
WUDQVIHUV RI RZQHUVKLSV WR IRUHLJQ ILUPV LQFOXGLQJ LQHIILFLHQW RQHV DW ILUH VDOH SULFHV
ZHUH SRVVLEOH GXULQJ ILQDQFLDO FULVHV 7KH DXWKRUV IXUWKHU REVHUYHG WKDW WKHVH
VWDNHV ZHUH VXEVHTXHQWO\ UHVROG RU 
IOLSSHG
 EDFN WR ORFDO LQYHVWRUV RQFH WKH FULVLV
DEDWHG $JXLDU DQG *RSLQDWK  DOVR WULHG WR ILQG HYLGHQFH WR VXSSRUW WKH
K\SRWKHVLV WKDW OLTXLGLW\ FRQVWUDLQ ZDV HTXDOO\ FRQVLVWHQW ZLWK DQ LQIORZ RI IRUHLJQ
FDSLWDO LQ WKH IRUP RI 0	$ 7KHLU HPSLULFDO UHVXOWV VKRZHG WKDW WKH HIIHFW RI OLTXLGLW\
UHSUHVHQWHG E\ FDVK IORZ FDVK VWRFN DQG VDOHV RQ WKH SUREDELOLW\ RI EHLQJ
DFTXLUHG FKDQJHG VLJQLILFDQWO\ GXULQJ WKH FULVLV \HDU ZKLOH KLJK FDVK IORZ DQG VDOHV
LQ WKH QRQFULVLV \HDU LPSOLHG D ORZHU SUREDELOLW\ RI DFTXLVLWLRQ ,Q SDUWLFXODU WKH
DXWKRUV IRXQG WKDW WKH GHFOLQH LQ ILUP OLTXLGLW\ EHWZHHQ  WR  FDQ DFFRXQW
IRU  SHUFHQW RI WKH REVHUYHG LQFUHDVH LQ WKH 0	$ DFWLYLW\ LQ WKH WUDGDEOH VHFWRUV
/LWHUDWXUHV ZLWK UHVSHFW WR ILQDQFLDO FULVHV DQG )', LQ GHYHORSHG FRXQWULHV DUH
OLPLWHG 6RPH RI WKHP KDG IRFXVHG RQ RXWZDUG )', LQ -DSDQ GXULQJ WKH $VLDQ

ILQDQFLDO FULVLV DQG DUH FRQVLVWHQW ZLWK WKH YLHZ WKDW WKH FULVLV KDG D GLVFRXUDJLQJ
HIIHFW RQ -DSDQHVH )', DFWLYLW\ 3DUWLFXODUO\ 8UDWD  IRXQG WKDW WKH YROXPH RI
-DSDQHVH )', WR D QXPEHU RI $VLDQ PDUNHWV GHFOLQHG LQ WKH ODWWHU KDOI RI  %\
XVLQJ SDQHO GDWD RI -DSDQHVH )', IORZV WR QLQH G\QDPLF $VLDQ HFRQRPLHV GXULQJ
 7DNDJL DQG 6KL  DOVR IRXQG WKDW -DSDQHVH )', ZDV DIIHFWHG E\
WKH $VLDQ ILQDQFLDO FULVLV 0RUHRYHU (GJLQJWRQ DQG +D\WHU  IRFXVHG RQ WKH
EHKDYLRXU RI -DSDQHVH )', LQ WKH PDQXIDFWXULQJ VHFWRU DQG REVHUYHG D GHFOLQH LQ
WKH IORZV RI -DSDQHVH )', LQWR $VLD 1HYHUWKHOHVV (GJLQJWRQ DQG +D\WHU 
DUJXHG WKDW D GHFOLQH ZDV MXVW REVHUYHG LQ WKH VKRUW UXQ LQ WKH ORQJ UXQ WKH YROXPH
RI WKH RYHUDOO -DSDQHVH )', KHOG VWHDG\ GXULQJ WKH $VLDQ ILQDQFLDO FULVLV
%HVLGHV WKH $VLDQ ILQDQFLDO FULVLV RWKHU ILQDQFLDO FULVHV KDSSHQHG LQ UHFHQW GHFDGHV
KDYH EHHQ VWXGLHG /LSVH\  LQYHVWLJDWHG WKH HYROXWLRQ RI )', LQ 0H[LFR EHIRUH
DQG DIWHU WKH  0H[LFDQ FULVLV /LSVH\  KLJKOLJKWHG WKDW WKH YROXPH RI )',
LQ 0H[LFR KDG GRXEOHG EHWZHHQ WKH SHULRG RI  EXW WKH\ GHFUHDVHG E\ 
SHUFHQW GXULQJ WKH FULVLV \HDU RI  7KH DXWKRU DOVR SRLQWHG RXW WKDW WKH SRUWIROLR
LQYHVWPHQWV IHOO E\  SHUFHQW LQ WKH VDPH WLPH ZKLFK LQGLFDWHG WKDW )', ZDV OHVV
YRODWLOH WKDQ SRUWIROLR LQYHVWPHQWV 2Q WKH RWKHU KDQG *UDKDP DQG :DGD 
JRW RSSRVLWH FRQFOXVLRQ RQ WKH EHKDYLRU RI RXWZDUG )', GXULQJ WKH 0H[LFDQ FULVLV LQ
WKH UHJLRQ RI WKH 8QLWHG 6WDWHV 7KH DXWKRU FODLPHG WKDW )', LQIORZV IURP WKH 8QLWHG
6WDWHV UHPDLQHG VWDEOH GXULQJ WKH FULVLV HYHQ WKRXJK WKH ZKROH YROXPH RI )',
LQIORZV LQ 0H[LFR GHFOLQHG PRGHVWO\ %HVLGHV WKH 0H[LFDQ FULVLV /LSVH\  DOVR
DQDO\]HG WKH EHKDYLRU RI )', GXULQJ WKH /DWLQ $PHULFDQ FXUUHQF\ FULVLV RI  DQG

IRXQG WKDW )', LQIORZV WR /DWLQ $PHULFD GHFOLQHG GXULQJ WKH FULVLV WLPH EXW UHPDLQHG
SRVLWLYH
8QOLNH WKH $VLDQ ILQDQFLDO FULVLV WKH RQJRLQJ ILQDQFLDO FULVLV LV FKDUDFWHUL]HG E\ UDSLG
FRQWDJLRQ WR DOO ZRUOG FRXQWULHV WKH KLJK RFFXUUHQFH VSHHG GLIIHUHQW LQWHQVLWLHV
RYHU WLPH DQG GLIIHUHQW FRPSRQHQWV RU UHJLRQV 0LOHVL)HUUHWWL DQG 7LOOH  7KH
FXUUHQW FULVLV ZDV RULJLQDWHG IURP WKH VXESULPH FULVLV LQ WKH 8QLWHG 6WDWHV ZKLFK
KDV GDPDJHG WKH HQWLUH ILQDQFLDO V\VWHP RI $PHULFD DQG WKHQ H[SDQGHG WR
QRQILQDQFLDO VHFWRUV ZRUOGZLGH 4XDOLWDWLYH DV ZHOO DV TXDQWLWDWLYH HPSLULFDO
UHVHDUFKHV KDYH EHHQ FRQGXFWHG WR H[DPLQH WKH LPSDFW RI WKH JOREDO ILQDQFLDO FULVLV
RQ )', DFWLYLW\ 2QH H[DPSOH RI TXDOLWDWLYH OLWHUDWXUHV LV WKH VXUYH\ FRQGXFWHG E\
WKH 8QLWHG 1DWLRQV &RQIHUHQFH RQ 7UDGH DQG 'HYHORSPHQW 81&7$' 
UHJDUGLQJ JOREDO LQYHVWPHQW SURVSHFWV LQ WKH FXUUHQW JOREDO ILQDQFLDO FULVLV 7KH
VXUYH\ LQGLFDWHG WKDW PXOWLQDWLRQDO FRUSRUDWLRQV DUH EHFRPLQJ PRUH FDXWLRXV DERXW
IXWXUH )', EHFDXVH RI WKH FULVHV 7KH UHVXOWV DOVR VKRZHG WKDW RQO\  SHUFHQW RI
FRUSRUDWLRQV LQ  H[SHFW DQ LQFUHDVH LQ WKH H[SHQGLWXUH IRU IRUHLJQ LQYHVWPHQWV
RYHU WKH QH[W WKUHH \HDUV FRPSDUHG ZLWK  SHUFHQW LQ 
$QRWKHU UHSRUW PDGH E\ 81&7$'  UHYHDOHG GLIIHUHQWLDO SDWWHUQV RI )',
LQIORZV LQ GHYHORSHG DQG GHYHORSLQJ FRXQWULHV DW WKH EHJLQQLQJ RI WKH FULVLV ,Q
 WKH )', LQIORZV LQ GHYHORSHG FRXQWULHV GHFOLQHG E\  SHUFHQW ,Q FRQWUDVW
GHYHORSLQJ FRXQWULHV DWWUDFWHG PRUH )', LQIORZV ZKLFK ZHUH  SHUFHQW KLJKHU
UHVSHFWLQJ WR  1HYHUWKHOHVV ERWK GHYHORSHG DQG GHYHORSLQJ FRXQWULHV

H[SHULHQFHG D GHFOLQH LQ )', LQ  DQG WKHUHDIWHU 7KH UHSRUW IXUWKHU LQYHVWLJDWHG
WKH UHDVRQV IRU WKH GHWHULRUDWHG IRUHLJQ LQYHVWPHQW HQYLURQPHQW DQG FRQFOXGHG
WKDW IDFWRUV LQFOXGLQJ WKH JOREDO ILQDQFLDO FULVLV WKH GHFOLQH RI FRUSRUDWH SURILWDELOLW\
UHGXFWLRQ RI WKH VWRFN PDUNHW UHGXFLQJ JOREDO GHPDQG DQG IXQGLQJ FDSDELOLWLHV GXH
WR LQFUHDVLQJ FRVW RI FUHGLW KDG OHG WR WKH GHFUHDVH LQ JOREDO )',
6RPH OLWHUDWXUHV HPSKDVL]HG RQ WKH G\QDPLF RI )', GXULQJ D FULVLV LQ VRPH
GHYHORSLQJ HFRQRPLHV )RU H[DPSOH 0DPDWD  WULHG WR DQDO\]H WKH LPSDFW RI
WKH JOREDO ILQDQFLDO FULVLV RQ )', IORZV LQ WKH ,QGLDQ UHDO HVWDWH VHFWRU %\ XVLQJ WKH
VHFRQGDU\ GDWD IURP  WKH DXWKRU REVHUYHG WKDW WKH FULVLV KDG DQ
DGYHUVH HIIHFW RQ WKH GHYHORSPHQW RI WKH KRXVLQJ VHFWRU LQ ,QGLD
2WKHU OLWHUDWXUHV WHQG WR H[DPLQH WKH UHDFWLRQ RI )', DFWLYLW\ WR JOREDO ILQDQFLDO
FULVLV E\ IRFXVLQJ RQ D JURXS RI HFRQRPLHV )RU LQVWDQFH 8FDO HW DO  KDG
HPSOR\HG D VDPSOH RI GHYHORSLQJ FRXQWULHV LQ WKHLU HPSLULFDO UHVHDUFK %\ XVLQJ
SDQHO GDWD RI  GHYHORSLQJ FRXQWULHV GXULQJ WKH SHULRG RI  8FDO HW DO
 DQDO\]HG WKH LQIOXHQFH RI ILQDQFLDO FULVLV RQ )', LQIORZV DQG FRQFOXGHG WKDW
WKH FXUUHQW ILQDQFLDO FULVLV H[HUWHG D GRZQWXUQ LPSDFW RQ )', LQIORZV
6RPH RWKHU OLWHUDWXUHV H[DPLQHG WKH UROH RI )', LQ DIIHFWLQJ PLFURHFRQRPLF
UHVSRQVHV WR DQ\ SDUWLFXODU ILQDQFLDO WXUPRLO )RU LQVWDQFH $OIDUR DQG &KHQ 
VWXGLHG KRZ PXOWLQDWLRQDO FRPSDQLHV DURXQG WKH ZRUOG UHVSRQVH WR WKH FXUUHQW
JOREDO ILQDQFLDO FULVLV UHODWLYH WR WKHLU ORFDO FRPSHWLWRUV E\ HPSKDVL]LQJ RQ WKH UROH
RI )', LQ GHWHUPLQLQJ PLFURHFRQRPLF SHUIRUPDQFH 3DUWLFXODUO\ WKH DXWKRUV

H[SORUHG WKUHH GLVWLQFW FKDQQHOV WKURXJK ZKLFK )', FDQ DIIHFW FRPSDQLHV

SHUIRUPDQFH LQFOXGLQJ SURGXFWLRQ OLQNDJHV ILQDQFLDO OLQNDJHV DQG PXOWLQDWLRQDO
QHWZRUNV %\ XVLQJ D ZRUOGZLGH GDWDEDVH WKDW NHHSV UHFRUGLQJV IRU PRUH WKDQ 
PLOOLRQ FRPSDQLHV EHIRUH DQG DIWHU  WKH DXWKRUV
 DQDO\VLV VKRZHG WKDW
EHFDXVH RI WKH FRQVLGHUDEOH KHWHURJHQHLW\ LQ WKH UROH RI )', PXOWLQDWLRQDO
FRPSDQLHV SHUIRUPHG EHWWHU WKDQ WKH ORFDO RQHV GXULQJ WKH UHFHQW ILQDQFLDO FULVLV
HYHQ LI GXULQJ QRUPDO SHULRGV QR PDMRU GLIIHUHQFHV ZHUH IRXQG
 /LWHUDWXUHV UHODWLQJ DQ\ SDUWLFXODU W\SH RI ILQDQFLDO FULVLV
$V KDYH EHHQ GLVFXVVHG LQ SUHYLRXV SDUW RI WKLV SDSHU WKHRUHWLFDO DVVHUWLRQV RQ
FXUUHQF\ FULVLV JLYH ULVH WR D ELGLUHFWLRQDO HIIHFWV RQ )', DFWLYLW\ ,QGHHG HPSLULFDO
OLWHUDWXUHV RQ FXUUHQF\ FULVLV DQG )', DFWLYLW\ \LHOG PL[HG UHVXOWV 7KH PRVW DQG EHVW
VWXGLHG H[DPSOH VKRXOG EH WKH $VLDQ ILQDQFLDO FULVLV 0RUHRYHU VRPH UHVHDUFKHUV
KDYH FRQGXFWHG DQ LQYHVWLJDWLRQ RQ WKH EDVLV RI D ELJJHU KLVWRULFDO GDWDVHW )RU
H[DPSOH 6ROLPDQ  H[DPLQHG WKH HIIHFW RI WKH FXUUHQF\ FULVLV RQ )', DFWLYLW\
LQ HPHUJLQJ PDUNHW %\ XVLQJ DQ XQEDODQFHG SDQHO RI  GHYHORSLQJ FRXQWULHV IURP
 WKH DXWKRU DQDO\]HG WKH VHQVLWLYLW\ RI WKUHH PHDVXUHV RI WKH 8QLWHG
6WDWHV RXWZDUG QRQEDQN )', )', VWRFN DIILOLDWH VDOHV DQG WKH QXPEHU RI DIILOLDWHV
WR WKH FXUUHQF\ FULVLV LQ  HPHUJLQJ PDUNHWV 6ROLPDQ  VXJJHVWHG WKDW WKH
FXUUHQF\ FULVLV GLG QRW VHHP R KDYH D QHJDWLYH HIIHFW RQ )', GXULQJ FULVLV SHULRGV
7KH DXWKRU KDG IRXQG VRPH HYLGHQFH WKDW D FXUUHQF\ FULVLV PD\ ERRVW )', DFWLYLW\
LQ WKH FULVLV HFRQRP\ DQG VWUHVVHG WKH VWDELOLW\ RI )', DFWLYLW\ UHODWLYH WR RWKHU W\SHV
RI IRUHLJQ FDSLWDO IORZV 2Q WKH RWKHU KDQG VRPH UHVHDUFKHUV IRXQG PL[HG UHVXOWV

)RU LQVWDQFH 5\GTYLVW  DQDO\]HG WKH LVVXH WKDW WR ZKDW H[WHQW )', LQIORZV
ZHUH DIIHFWHG EHIRUH GXULQJ DQG DIWHU ZKHQ D FXUUHQF\ FULVLV KLWV WKH FRXQWU\
7\SLFDOO\ WKH DXWKRU HPSOR\HG D VDPSOH RI FRXQWULHV ZLWK PL[HG ZHDOWK\ VWDWXV
LQFOXGLQJ ERWK WKH GHYHORSHG DQG GHYHORSLQJ FRXQWULHV 7KURXJK WKH H[DPLQDWLRQ
RQ WKH GDWD FROOHFWHG IURP  WR  WKH WKHRUHWLFDO K\SRWKHVLV ZKLFK VWDWHG
WKDW D FXUUHQF\ FULVLV LQIOXHQFHV )', LQIORZV ZDV UHMHFWHG E\ 5\GTYLVW
V 
HPSLULFDO UHVXOWV 5\GTYLVW  IRXQG WKDW D FXUUHQF\ FULVLV FDQ KDYH ERWK
SRVLWLYH DQG QHJDWLYH HIIHFWV RQ )', LQIORZV IRU WKH VDPSOH RI FRXQWULHV
)XUWKHUPRUH WKH UHVXOWV LQGLFDWHG WKDW WKHUH ZDV QR VLPLODULW\ LQ UHJLRQV RU \HDU RI
RFFXUUHQFH RI WKH FXUUHQF\ FULVLV
6RPH RWKHU UHVHDUFKHUV VWXG\ WKH LPSDFW RI HFRQRPLF FULVHV RQ )', LQIORZV IURP
ZKLFK , FDQ KDYH DQ LQVLJKW LQWR WKH DVVRFLDWLRQ EHWZHHQ )', LQIORZV DQG DQ\
SDUWLFXODU W\SH RI ILQDQFLDO FULVHV )RU H[DPSOH (]LULP DQG 0XRJKDOX 
DWWHPSWHG WR H[SODLQ KRZ DQG WR ZKDW H[WHQW LQYHVWPHQW EXUGHQ LV LQIOXHQFHG E\
H[FKDQJH UDWH FRQGLWLRQV DQG H[WHUQDO GHEW FULVLV LQ 1LJHULD ,Q WKH OLJKW RI
LQWHUQDWLRQDO RLO SULFHV PRYHPHQWV WKH DXWKRUV XVHG IRXU IRUHLJQ LQYHVWPHQW
PRGHOV WR LQYHVWLJDWH WKH UHODWLRQVKLS EHWZHHQ IRUHLJQ LQYHVWPHQW LQFRPH
UHPLWWDQFHV DQG SUHGLFWRUV VXFK DV H[FKDQJH UDWHV DQG H[WHUQDO GHEW EXUGHQ LQ WKH
LQWHUQDWLRQDO PDUNHWV 7KH DXWKRUV IRXQG WKDW IRUHLJQ LQYHVWPHQW EXUGHQ ZDV
VLJQLILFDQWO\ DQG SRVLWLYHO\ DIIHFWHG E\ WKH H[WHUQDO GHEW FULVLV ZKLOH VLJQLILFDQWO\
DQG QHJDWLYHO\ LQIOXHQFHG E\ WKH FXUUHQF\ FULVLV DQG LQWHUQDWLRQDO RLO SULFHV
%ORQLJHQ  SURYLGHG IXUWKHU HYLGHQFH IRU WKH DVVRFLDWLRQ EHWZHHQ WKH

FXUUHQF\ FULVLV DQG WKH H[FKDQJH UDWH %ORQLJHQ  SUHGLFWHG KLV VWXG\ RQ WKH
DUJXPHQW WKDW H[FKDQJH UDWH PRYHPHQWV PD\ DIIHFW DFTXLVLWLRQ )', EHFDXVH
DFTXLVLWLRQ DFWLYLWLHV LQYROYH ILUPVSHFLILF DVVHWV VXFK DV WHFKQRORJ\ DQG
PDQDJHULDO VNLOOV WUDQVIHUULQJ DFURVV PDQ\ PDUNHWV ZKLFK FDQ ULVH RU GHFOLQH LQ
YDOXH DQG JHQHUDWH UHWXUQV LQ FXUUHQFLHV RWKHU WKDQ WKDW XVHG WR SXUFKDVH WKHP %\
XVLQJ WKH GDWD RQ -DSDQHVH PHUJHUV DQG DFTXLVLWLRQ )', LQWR WKH 8QLWHG 6WDWHV RYHU
WKUHH GLJLW 6,& LQGXVWULHV GXULQJ WKH SHULRG RI  %ORQLJHQ
V 
HVWLPDWLRQ UHVXOWV VWURQJO\ VXSSRUWHG WKH SURSRVLWLRQ WKDW UHDO GROODU GHSUHFLDWLRQV
KDG PDGH -DSDQHVH DFTXLVLWLRQV PRUH OLNHO\ LQ $PHULFDQ LQGXVWULHV SDUWLFXODUO\
WKRVH WKDW KDYH ILUPVSHFLILF DVVHWV ,Q RWKHU ZRUGV FXUUHQF\ FULVLV LQ WKH KRVW
FRXQWULHV UHVXOWHG IURP D UHDO GHSUHFLDWLRQ LQ GRPHVWLF FXUUHQF\ WHQGV WR DWWUDFW
PRUH IRUHLJQ DFTXLVLWLRQV DQG DOORZ D ILUH VDOH RI VXFK WUDQVIHUDEOH DVVHWV WR IRUHLJQ
ILUPV 2WKHU UHVHDUFKHUV LQFOXGLQJ )URRW DQG 6WHLQ  DV ZHOO DV .OHLQ DQG
5RVHQJUHQ  KDYH IRXQG WKDW GHYDOXDWLRQ LQ ORFDO FXUUHQF\ OHDGV WR D SRVLWLYH

ZHDOWK HIIHFW
 WKDW JHQHUDWHV PRUH DWWUDFWLYHQHVV IRU IRUHLJQ LQYHVWRUV WR WDNH RYHU
GRPHVWLF DVVHWV DW ORZHU IRUHLJQ FXUUHQF\ OHYHO
+RZHYHU WKH LPSDFW RI FXUUHQF\ FULVLV PD\ ODUJHO\ GLIIHU IURP WKDW RI UHJXODU
H[FKDQJH UDWH PRYHPHQWV $V LGHQWLILHG E\ 6ROLPDQ  WKDW WKH FXUUHQF\ FULVLV
PD\ UHVXOW LQ ODUJH GDPDJH WR WKH RYHUDOO SHUIRUPDQFH RI WKH HFRQRP\ GRPHVWLF
DVVHW SULFHV EDQNLQJ DQG ILQDQFLDO VHFWRUV DQG PD\ OHDG WR UHJXODWRU\ FKDQJHV
ZKLFK GR QRW QHFHVVDULO\ IROORZ FXUUHQF\ GHYDOXDWLRQ

&RPSDUHG WR FXUUHQF\ FULVLV HPSLULFDO OLWHUDWXUHV UHJDUGLQJ WKH LPSDFWV RI LQIODWLRQ
DQG EDQNLQJ FULVHV RQ )', DUH TXLWH OLPLWHG 0RUHRYHU PRVW RI WKH SDSHUV
LQYHVWLJDWH WKH UHODWLRQVKLS EHWZHHQ LQIODWLRQ UDWHV PRYHPHQWV DQG IRUHLJQ
LQYHVWPHQW DFWLYLW\ )RU H[DPSOH .LDW  WULHG WR DQDO\]H WKH HIIHFW RI LQIODWLRQ
RQ )', DQG LWV UHODWLRQVKLS ZLWK HFRQRPLF JURZWK %\ XVLQJ D VDPSOH RI  FRXQWULHV
LQFOXGLQJ ERWK GHYHORSHG DQG GHYHORSLQJ FRXQWULHV IURP  WR  WKH
HPSLULFDO UHVXOWV RI .LDW  SURYHG D QHJDWLYH UHODWLRQVKLS EHWZHHQ LQIODWLRQ
UDWH DQG )', LQIORZV LQ ERWK GHYHORSHG DQG GHYHORSLQJ HFRQRPLHV 7KH ILQGLQJ ZDV
IXUWKHU HYLGHQFHG IURP WKH ZRUN RI 8GRK DQG (JZDLNKLGH  7KH DXWKRUV
H[DPLQHG WKH HIIHFW RI H[FKDQJH UDWH YRODWLOLW\ DQG LQIODWLRQ XQFHUWDLQW\ LQ )', LQ
1LJHULD DQG IRXQG WKDW ERWK WKH WZR IDFWRUV H[HUWHG VLJQLILFDQW QHJDWLYH HIIHFW RQ
)', GXULQJ WKH SHULRG RI  ZLWKLQ 1LJHULD PDUNHW 0RUHRYHU 7DSVRED
 LQYHVWLJDWHG WKH LVVXH DERXW ZKHWKHU LQIODWLRQ WDUJHWLQJ PDWWHUV IRU
DWWUDFWLQJ )', LQWR GHYHORSLQJ FRXQWULHV 7KURXJK WKH H[DPLQDWLRQ RQ SDQHO GDWD RI
 GHYHORSLQJ FRXQWULHV RYHU WKH SHULRG  WKH DXWKRU IRXQG WKDW WKH
WUHDWPHQW HIIHFW RI LQIODWLRQ WDUJHWLQJ RQ )', ZDV VLJQLILFDQWO\ SRVLWLYH 2Q WKH RWKHU
KDQG VRPH UHVHDUFKHUV JHW RSSRVLWH UHVXOWV )RU LQVWDQFH 2PDQNKDQOHQ 
DUJXHG WKDW WKH LQIODWLRQ UDWH GLG QRW KDYH D PDMRU LPSDFW RQ )', LQIORZV LQ WKH
1LJHULDQ HFRQRP\
(DUOLHU VWXGLHV RI WKH UHODWLRQVKLS EHWZHHQ ILQDQFLDO FULVLV DQG )', DFWLYLW\ KDYH
EHHQ OLPLWHG WR HLWKHU FHUWDLQ UHJLRQV RU W\SH RI ILQDQFLDO HQYLURQPHQWV 4XLWH D IHZ
RI VWXGLHV KDYH EHHQ FRQGXFWHG LQ D WKRURXJK ZD\ 2QH H[DPSOH RI WKH OLWHUDWXUHV

WKDW KDYH GLVFULPLQDWHG WKH GLIIHULQJ UHDFWLRQ PDGH E\ )', WR GLIIHUHQW W\SH RI
ILQDQFLDO FULVHV LV WKH ZRUN RI %RJDFK DQG 1R\  ,Q WKHLU SDSHU WKH DXWKRUV
GLVWLQJXLVKHG WKH ILQDQFLDO FULVHV LQWR HLJKW W\SHV LQFOXGLQJ LQIODWLRQ FULVLV
K\SHULQIODWLRQ FULVLV FXUUHQF\ FUDVK EDQNLQJ FULVLV V\VWHPLF EDQNLQJ FULVLV
H[WHUQDO GHEW FULVLV GRPHVWLF GHEW FULVLV DQG VWRFN PDUNHW FUDVK 0RUHRYHU WKH\
GLYLGHG )', LQIORZV LQWR 0	$ DQG JUHHQILHOG )', DV ZHOO DV YHUWLFDO DQG KRUL]RQWDO
)', 7KURXJK WKH H[DPLQDWLRQ RQ D VDPSOH RI  GHYHORSLQJ FRXQWULHV IURP  WR
 WKH DXWKRUV IRXQG WKDW ILQDQFLDO FULVHV KDYH D VWURQJ QHJDWLYH HIIHFW RQ
LQZDUG )', ,Q SDUWLFXODU EDQNLQJ FULVLV LQIODWLRQ FULVLV K\SHULQIODWLRQ FULVLV DQG
H[WHUQDO GHEW FULVLV DUH VKRZQ WR UHGXFH WKH YDOXH RI )', LQIORZV DV ZHOO DV LQ
KRUL]RQWDO YHUWLFDO )', DQG 0	$ 7KH HIIHFWV RI RWKHU W\SHV RI FULVHV LQFOXGLQJ
VWRFN PDUNHW FUDVK FXUUHQF\ FULVLV DQG GRPHVWLF GHEW FULVLV RQ )', LQIORZV DUH
LQVLJQLILFDQW $QRWKHU UHVHDUFKHUV WKDW KDYH FRQVLGHUHG WKH SRWHQWLDO OLQNV EHWZHHQ
GLIIHUHQW W\SHV RI FULVLV DQG )', DFWLYLW\ DUH -DQXV DQG 5LHUD&ULFKWRQ  ZKR
VWXGLHG WKH LQWHUGHSHQGHQFLHV EHWZHHQ GRPHVWLF EDQNLQJ FULVLV DQG H[WHUQDO
ILQDQFLDO FULVHV LQFOXGLQJ FXUUHQF\ DQG VXGGHQ VWRS FULVLV E\ XVLQJ D VDPSOH SDQHO
GDWD LQFOXGLQJ ERWK GHYHORSHG DQG GHYHORSLQJ FRXQWULHV IURP  WR WKH ODVW
TXDUWHU RI  7KH DXWKRUV IXUWKHU LQYHVWLJDWHG WKH UHODWLRQVKLS EHWZHHQ
GLIIHUHQW FULVHV DQG IRUHLJQ LQYHVWPHQW LQ WKH KRPH HFRQRP\ DQG IRXQG D QHJDWLYH
HIIHFW RI ILQDQFLDO FULVHV RQ )', LQIORZV LQ WKH KRPH HFRQRP\

 'DWD
$V SURSRVHG E\ %ORQLJHQ DQG :DQJ  DQG 1R\ DQG 9X  WKDW GDWDVHW
LQFOXGLQJ FRXQWULHV ZLWK YDU\LQJ ZHDOWK VWDWXV LV LQDSSURSULDWH LQ )', VWXGLHV VLQFH
WKH FRQWULEXWLRQDO IDFWRUV RI )', LQIORZV YDU\ DFURVV GLIIHUHQW LQFRPH JURXSV
)XUWKHUPRUH IHZ VWXGLHV KDYH EHHQ FRQGXFWHG WR LQYHVWLJDWH )', LQIORZV WR
GHYHORSHG FRXQWULHV 7KH SDSHU WKHUHIRUH ZLOO IRFXV RQ GHYHORSHG FRXQWULHV
7R LQYHVWLJDWH WKH LPSDFW RI ILQDQFLDO FULVHV RQ )', DFWLYLW\ , XVH WKH SDQHO GDWD RI
WKH GHYHORSHG FRXQWULHV
 LQZDUG )', VLQFH SDQHO GDWDVHWV IRU HFRQRPLF UHVHDUFK
SRVVHVV VHYHUDO PDMRU DGYDQWDJHV RYHU FRQYHQWLRQDO FURVVVHFWLRQDO RU WLPH VHULHV
GDWDVHWV +VLDR  )LUVWO\ SDQHO GDWD LV VDLG WR JLYH WKH UHVHDUFKHU D ODUJH
QXPEHU RI GDWD SRLQWV LQFUHDVLQJ WKH GHJUHH RI IUHHGRP DQG UHGXFLQJ WKH
FROOLQHDULW\ DPRQJ H[SODQDWRU\ YDULDEOHV KHQFH LPSURYLQJ WKH HIILFLHQF\ RI
HFRQRPHWULF HVWLPDWHV 6HFRQGO\ WKH XVH RI SDQHO GDWD FDQ PRGHO WHPSRUDO HIIHFWV
ZLWKRXW DJJUHJDWLRQ ELDV ,Q FRQWUDVW WLPH VHULHV VWXGLHV DJJUHJDWH SRWHQWLDOO\
KHWHURJHQHRXV LQGLYLGXDOV LQ HDFK WLPH VHULHV REVHUYDWLRQ ZKLFK PD\ LQWURGXFH WKH
SUREOHP RI DJJUHJDWLRQ ELDV ZKHUHE\ EHKDYLRU LQ WKH DJJUHJDWH GRHV QRW
DFFXUDWHO\ UHSUHVHQW WKH EHKDYLRU DW WKH PLFUR OHYHO )LQDOO\ FRPSDUHG ZLWK WKH
FURVVVHFWLRQDO GDWD VHW SDQHO GDWD FDQ FRQWURO IRU LQGLYLGXDO IL[HG HIIHFWV :LWKLQ D
FURVV VHFWLRQ WKH LQGLYLGXDO IL[HG HIIHFWV DUH DEVRUEHG LQWR WKH XQREVHUYDEOH
FRPSRQHQW RI WKH PRGHO ZKLFK FDQ FDXVH VWDWLVWLFDO GLIILFXOWLHV LQ HVWLPDWLRQ
SDUWLFXODUO\ LI WKHVH LQGLYLGXDO VSHFLILF HIIHFWV DUH FRUUHODWHG ZLWK REVHUYHG
FKDUDFWHULVWLFV

7KH VDPSOH XVHG LQ WKLV SDSHU LV GLFWDWHG E\ WKH DYDLODELOLW\ RI GDWD RQ WKH YDOXH RI
FURVVERUGHU 0	$ VDOHV ZKLFK DUH TXLWH OLPLWHG SULRU WR  +HQFH WKH SDSHU
IRFXVHV RQ WKH SHULRG RI  %HFDXVH WKDW VRPH UHFRUGV IRU WKH YDOXH RI
FURVVERUGHU 0	$ DUH PLVVLQJ WKH SDQHO GDWD XVHG LQ WKLV SDSHU LV XQEDODQFHG 7KH
XVH RI XQEDODQFHG SDQHO GDWD KRZHYHU KDV QR LQIOXHQFH LQ WKH HVWLPDWLRQ UHVXOWV
%DOHVWUD DQG 1HUORYH  7KH VDPSOH FRXQWULHV XVHG LQ WKLV SDSHU DUH VHOHFWHG
DFFRUGLQJ WR WKH GHYHORSHG FRXQWULHV OLVW SURYLGHG E\ 81&7$'  DQG FRXQWULHV
FRYHUHG LQ WKH SDSHU RI 5HLQKDUW DQG 5RJRII  ZLWK UHJDUG WR KLVWRULFDO
ILQDQFLDO FULVHV 7KHUHIRUH WKH SDSHU IRFXV RQ  GHYHORSHG FRXQWULHV ZKLFK KDYH
H[SHULHQFHG VHYHUDO VLJQLILFDQW ILQDQFLDO FULVHV LQ UHFHQW GHFDGHV WKDW KDYH EHHQ
ZHOO GRFXPHQWHG 7KH  GHYHORSHG FRXQWULHV DUH GLVWULEXWHG DFURVV IRXU GLIIHUHQW
UHJLRQV DQG DUH VXPPDUL]HG LQ $SSHQGL[ 7DEOH $
 ,QGHSHQGHQW YDULDEOHV )',
,Q YLHZ RI WKH SRVVLELOLW\ DV GLVFXVVHG LQ WKH SUHYLRXV VHFWLRQ WKDW GLIIHUHQW W\SHV
RI )', PD\ UHVSRQVH GLIIHUHQWO\ WR ILQDQFLDO FULVHV LW ZRXOG EH LGHDO WR XVH )', GDWD
GLVDJJUHJDWHG E\ WLPH KRUL]RQ ZKLFK DUH FURVVERUGHU 0	$ DQG JUHHQILHOG )', ,Q
SDUWLFXODU GDWD RQ )', LQIORZV DQG VWRFN DV ZHOO DV WKH YDOXH RI FURVVERUGHU VDOHV
DUH FROOHFWHG WKURXJK 81&7$'¶V RQOLQH GDWDEDVH )ROORZLQJ WKH SUDFWLFH RI
&DOGGHURQ HW DO  WKH YDOXH RI JUHHQILHOG )', LV FRQVWUXFWHG E\ VXEWUDFWLQJ
FURVVERUGHU 0	$ IURP )', LQIORZV ,Q WKH FDVH ZKHUH WKH YDOXH RI FURVVERUGHU
0	$ LV PLVVLQJ WKH YDOXH RI JUHHQILHOG )', LV UHFRUGHG DV QRQH YDOXH 7KH
GHILQLWLRQV DQG GDWD VRXUFHV RQ )', DUH SURYLGHG LQ WKH $SSHQGL[ 7DEOH % 7DEOH 

SURYLGHV )', VWDWLVWLFV IRU WKH VDPSOH RI  GHYHORSHG FRXQWULHV E\ W\SH RI )',
GHFDGH DQG UHJLRQ 7KH YDOXH IRU WKH ZKROH VDPSOH GXULQJ WKH VDPSOH SHULRG LV
 ELOOLRQ RI 86 GROODUV 7KH YDOXH IRU FURVVERUGHU 0	$ LV 
ELOOLRQ RI 86 GROODUV DQG JUHHQILHOG )', LV  ELOOLRQ RI 86 GROODUV ,W FDQ
EH VHHQ IURP WKH WDEOH WKDW ERWK WKH YDOXH RI FURVVERUGHU 0	$ DQG JUHHQILHOG )',
H[SHULHQFH D GUDPDWLF LQFUHDVH RYHU WKH ODVW  \HDUV ,Q SDUWLFXODU WKH YDOXH RI
FURVVERUGHU 0	$ KDV LQFUHDVHG IURP  ELOOLRQ RI 86 GROODUV LQ WKH V WR
 ELOOLRQ RI 86 GROODUV LQ WKH V , DOVR QRWLFH WKDW WKH YDOXH RI
FURVVERUGHU 0	$ LV PRUH WKDQ WKDW RI JUHHQILHOG )', ZKLFK FDQ EH REVHUYHG LQ DOO
GHFDGHV DQG UHJLRQV
7DEOH  )', VWDWLVWLFV LQ ELOOLRQV RI 86 GROODUV DW FXUUHQW SULFHV DQG
FXUUHQW H[FKDQJH UDWHV 
)', LQIORZV 7RWDO &URVVERUGHU 0	$ *UHHQILHOG )',
7RWDOV   
%\ GHFDGH
   
   
%\ UHJLRQ
$PHULFD    
$VLD    
(XURSH    

 'HSHQGHQW YDULDEOHV )LQDQFLDO FULVHV
7KH GDWD RQ ILQDQFLDO FULVHV ZDV PRWLYDWHG E\ WKH ZRUN RI 5HLQKDUW DQG 5RJRII
 ZKR KDYH SURYLGHG D FRPSUHKHQVLYH KLVWRULFDO UHFRUG RQ ILQDQFLDO FULVHV IRU
 FRXQWULHV IURP  WR  )ROORZLQJ 5HLQKDUW DQG 5RJRII  ILQDQFLDO
FULVHV DUH FODVVLILHG LQWR ILYH YDULHWLHV LQFOXGLQJ EDQNLQJ FXUUHQF\ GRPHVWLF DQG
H[WHUQDO GHEW DQG LQIODWLRQ FULVHV $V D UHDVRQ WKDW WKHUH LV QR GHEW FULVLV KDV EHHQ
UHFRUGHG E\ 5HLQKDUW DQG 5RJRII  GXULQJ  LQ WKH VDPSOH FRXQWULHV
, RQO\ IRFXV RQ EDQNLQJ LQIODWLRQ DQG FXUUHQF\ FULVHV 'HILQLWLRQV DQG GDWD VRXUFHV
RQ ILQDQFLDO FULVHV DUH SURYLGHG LQ WKH $SSHQGL[ 7DEOH % 7DEOH  VKRZV WKH ILQDQFLDO
FULVHV VWDWLVWLFV IRU WKH VDPSOH E\ W\SH RI ILQDQFLDO FULVHV DQG GHFDGH ,W SURYLGHV WKH
QXPEHU RI GLVWLQFW FULVLV HSLVRGHV DV ZHOO DV WKH WRWDO QXPEHU RI \HDUV IRU HDFK
VSHFLILF FDWHJRU\ )URP WKH WDEOH LW FDQ EH QRWLFHG WKDW EDQNLQJ DQG FXUUHQF\ FULVHV
DUH PRUH SUHYDOHQW LQ GHYHORSHG FRXQWULHV WKDQ LQIODWLRQ FULVLV GXULQJ WKH ODVW 
\HDUV 3DUWLFXODUO\ GHYHORSHG FRXQWULHV H[SHULHQFHG  GLVWLQFW EDQNLQJ ZLWK DQ
DYHUDJH RI  \HDUV SHU FULVLV &XUUHQF\ FULVLV DOVR RFFXUUHG  WLPHV LQ WRWDO EXW
ZLWK DQ DYHUDJH RI  \HDUV IRU HDFK FULVLV 7KHUH LV QR LQIODWLRQ FULVLV RFFXUUHG LQ
WKH V ,Q WKH SHULRG RI  WKH QXPEHU RI GLVWLQFW LQIODWLRQ FULVLV ZDV 
WLPHV LQ WRWDO ZLWK DQ DYHUDJH RI  \HDUV LQ HDFK FULVLV 7KURXJKRXW WKH VDPSOH
SHULRG WKHUH LV QR DSSDUHQW LQFUHDVLQJ RU GHFUHDVLQJ WUHQG LQ WKH WRWDO ILQDQFLDO
FULVHV IUHTXHQFLHV LQ WKH GHYHORSHG HFRQRP\ HYHQ WKRXJK WKH UHFHQW JOREDO
ILQDQFLDO FULVHV

7DEOH  )LQDQFLDO FULVHV VWDWLVWLFV 
)LQDQFLDO
FULVHV






























,Q RUGHU WR SUHYHQW DQ\ RPLWWHG YDULDEOHV IURP DIIHFWLQJ WKH HPSLULFDO UHVXOWV RI WKH
HVWLPDWLRQV  FRQWURO YDULDEOHV DUH LQWURGXFHG WR FRQWURO IRU EURDG
VRFLRHFRQRPLF FRQGLWLRQV LQ WKH KRVW FRXQWULHV (PSLULFDO UHVHDUFKHV WRZDUGV WKH
GHWHUPLQDQWV RI )', DUH ODFN RI JHQHUDO FRQVHQVXV +RZHYHU , FRYHU VL[ W\SHV RI
LQGLFDWRUV LQFOXGLQJ PDUNHW VL]H DQG SRWHQWLDOV ODERU DYDLODELOLW\ DQG FRVW
RSHQQHVV WR LQWHUQDWLRQDO PDUNHW SROLWLFDO HQYLURQPHQW LQIUDVWUXFWXUH DQG
JHRJUDSK\ LQ WKLV SDSHU ZKLFK KDYH EHHQ GLVFXVVHG PRVWO\ LQ SUHYLRXV VWXGLHV
81&7$'  VXJJHVWV WKDW WKH DLP RI VRPH IRUHLJQ LQYHVWRUV WR LQYHVW DEURDG LV
PDLQO\ WR VHL]H WKH SRWHQWLDO PDUNHWV LQ GHYHORSLQJ FRXQWULHV DQG VHUYH WKH KRVW
FRXQWULHV¶ FRQVXPHUV +HQFH LW FDQ LQIHU WKDW PDUNHW VL]H DQG PDUNHW SRWHQWLDOV LQ

KRVW FRXQWULHV PLJKW EH WKH PDMRU IDFWRUV LQ DWWUDFWLQJ VXFK W\SH RI IRUHLJQ
LQYHVWRUV (PSLULFDOO\ PDMRULW\ RI UHOHYDQW OLWHUDWXUHV KDYH SURYHG WKDW )', LQIORZV
DUH SRVLWLYHO\ UHODWHG WR KRVW FRXQWULHV¶ PDUNHW VL]H DQG SRWHQWLDO 1XQQHQNDPS
DQG 6SDW]  :KHHOHU DQG 0RG\  -XQ DQG 6LQJ  ,Q WKLV SDSHU
PDUNHW VL]H DQG PDUNHW SRWHQWLDOV DUH PHDVXUHG E\ WKH KRVW FRXQWULHV¶ QRPLQDO
*'3 SHU FDSLWD WDNHQ IURP 81&7$' DQG UHDO *'3 JURZWK UDWH WDNHQ IURP WKH
:RUOG %DQN¶V :RUOG 'HYHORSPHQW ,QGLFDWRUV :',
(PSLULFDO UHVHDUFK H[SODLQLQJ WKH GHWHUPLQDQWV RI )', SRLQWV RXW WKDW FRXQWULHV ZLWK
ODUJH VXSSO\ RI VNLOOHG KXPDQ FDSLWDO DWWUDFW PRUH )', SDUWLFXODUO\ LQ VHFWRUV WKDW
DUH UHODWLYHO\ LQWHQVLYH LQ XVH RI VNLOOHG ODERU 6FKHLGHU DQG )UH\  6WXGLHV E\
:KHHOHU DQG 0RG\  DOVR VKRZHG D SRVLWLYH LPSDFW RI ODERU FRVW RQ )', LQIORZ
, PHDVXUH /DERU DYDLODELOLW\ DV WKH WRWDO ODERU IRUFH ZKLFK LV WDNHQ IURP :',
%HFDXVH RI GDWD OLPLWDWLRQV , IROORZ .L\RWD DQG 8UDWD  LQ XVLQJ UHDO *'3 SHU
FDSLWD DV D SUR[\ IRU WKH ODERU FRVW 7KH GDWD VHW RQ UHDO *'3 SHU FDSLWD LV WDNHQ
IURP WKH RQOLQH GDWDEDVH RI 81&7$'
7UDGH SROLF\ UHIRUP LQ WKH KRVW FRXQWU\ LV DOVR VDLG WR EH DQ LPSRUWDQW IDFWRU LQ
DWWUDFWLQJ )', /XFDV  (PSLULFDO UHVHDUFK UHYHDOV WKDW WUDGH RSHQQHVV
JHQHUDOO\ SRVLWLYHO\ LQIOXHQFHV )', LQIORZV /XFDV  5RRW DQG $KPHG 
,Q WKLV SDSHU WKH GHJUHH RI RSHQQHVV WR WKH LQWHUQDWLRQDO PDUNHW LV PHDVXUHG E\
WUDGH RSHQQHVV LQGH[ ZKLFK LV WDNHQ IURP 3HQQ :RUOG 7DEOHV 3:7 DQG H[SRUW RI
JRRGV DQG VHUYLFHV ZKLFK LV WDNHQ IURP :',

7KH LPSDFWV RI SROLWLFDO ULVN DQG LQYHVWPHQW HQYLURQPHQW LQ WKH KRVW FRXQWU\ ZHUH
IRXQG WR EH LQVLJQLILFDQW RQ )', LQIORZV E\ :KHHOHU DQG 0RG\  DQG 6LQJK DQG
-XQ  2Q WKH RWKHU KDQG 5RRW DQG $KPHG  DQG 6FKQHLGHU DQG )UH\
 IRXQG WKDW )', LQIORZ LV VLJQLILFDQWO\ DIIHFWHG E\ WKH SROLWLFDO VWULNHV DQG
UHJXODU FRQVWLWXWLRQDO FKDQJHV LQ JRYHUQPHQW .RUELQ  DQG /LP 
SRLQWHG RXW WKDW WKH PL[HG UHVXOWV PD\ UHVXOW IURP WKH ODFN RI UHOLDEOH SUR[LHV IRU
WKH TXDOLWDWLYH SKHQRPHQD OLNH SROLWLFDO VWDELOLW\ 1HYHUWKHOHVV LW LV H[SHFWHG WKDW
FRXQWULHV ZLWK LQVWDEOH SROLWLFDO HQYLURQPHQW PD\ LQFUHDVH WKH FRVWV DQG ULVNV WR
IRUHLJQ LQYHVWRUV DQG WKXV VKRXOG QHJDWLYHO\ DIIHFW )', LQIORZ ,Q WKLV SDSHU SROLWLFDO
HQYLURQPHQW LV PHDVXUHG E\ SROLWLFDO ULJKWV LQGH[ DQG FLYLO OLEHUWLHV LQGH[ ERWK RI
ZKLFK DUH WDNHQ IURP )UHHGRP +RXVH
7KH DYDLODELOLW\ RI LQIUDVWUXFWXUH TXDOLW\ HVSHFLDOO\ HOHFWULFLW\ ZDWHU WUDQVSRUWDWLRQ
DQG WHOHFRPPXQLFDWLRQ LV DOVR DQ LPSRUWDQW GHWHUPLQDQW RI )', &RXQWULHV ZLWK
EHWWHU LQIUDVWUXFWXUH WHQG WR UHFHLYH PRUH )', 3UHYLRXV VWXG\ E\ :KHHOHU DQG
0RG\  VKRZV D SRVLWLYH UHODWLRQVKLS EHWZHHQ LQIUDVWUXFWXUH IDFLOLWLHV DQG )',
LQIORZV ,Q WKLV VWXG\ , IROORZ 0RWWDOHE  XVLQJ WKH QXPEHU RI WHOHSKRQH DQG
LQWHUQHW XVHUV SHU  SHRSOH DV WKH PHDVXUH RI LQIUDVWUXFWXUH 7KH GDWD IRU WKH WZR
YDULDEOHV DUH WDNHQ IURP :',
*HRJUDSK\ LV PHDVXUHG E\ WRWDO SRSXODWLRQ DQG ODQG DUHD ZKLFK DUH WDNHQ IURP
:', 7KHRUHWLFDOO\ WKH UROH RI SRSXODWLRQ LQ )', LQIORZV LV GHEDWDEOH DPRQJ
HFRQRPLVWV 2QH VRUW RI WKLQNLQJ SURSRVHG E\ 0DOWKXV  DUJXHV WKDW

FRXQWULHV ZLWK D ODUJH SRSXODWLRQ DUH QRW H[SHFWHG WR SURPRWH HFRQRPLF
GHYHORSPHQW DQG KHQFH DWWUDFW PRUH )', 2Q WKH RWKHU KDQG 1DJDUDMDQ 
EHOLHYHG WKDW SRSXODWLRQ JURZWK ZDV QHXWUDO RU HYHQ SRVLWLYHO\ DIIHFW HFRQRPLF
JURZWK VLQFH SUHYLRXV WKLQNLQJ GLG QRW FRQVLGHU WKH SRWHQWLDO EHQHILWV RI ODUJH ODERU
IRUFH YDVW VNLOO EDVH WHFKQRORJ\ ODQG TXDOLW\ DQG SURGXFWLYLW\ RI SURGXFWLRQ
EURXJKW E\ ODUJH VL]H RI SRSXODWLRQ $]L] DQG 0DNNDZL  DOVR SRLQWHG RXW WKDW
D ODUJH SRSXODWLRQ PD\ SURYLGH D ODUJH PDUNHW IRU SURGXFWV DQG VHUYLFHV
(PSLULFDOO\ $]L] DQG 0DNNDZL  KDG IRXQG D SRVLWLYH UHODWLRQVKLS EHWZHHQ WKH
SRSXODWLRQ DQG )', ZLWK D VDPSOH RI GHYHORSLQJ FRXQWULHV ,Q WKLV SDSHU , DOVR
H[SHFW WKDW )', LV SRVLWLYHO\ UHODWHG WR WKH VL]H RI SRSXODWLRQ DQG ODQG DUHD LQ KRVW
FRXQWULHV
2WKHU HFRQRPLF LQGLFDWRU KDV EHHQ FRQVLGHUHG LV WKH FRUSRUDWH WD[ WDNHQ IURP WKH
2UJDQL]DWLRQ IRU (FRQRPLF &RRSHUDWLRQ DQG 'HYHORSPHQW 2(&' 7KHRUHWLFDOO\
FRUSRUDWH WD[ LV FRQVLGHUHG WR EH D IDFWRU LQIOXHQFLQJ LQYHVWRUV¶ GHFLVLRQV DERXW WKH
ORFDWLRQV RI WKHLU LQYHVWPHQWV +RZHYHU HPSLULFDO VWXGLHV RQ WD[ HIIHFWV SUHVHQW
PL[HG UHVXOWV $JRVWLQL  6RPH HPSLULFDO OLWHUDWXUHV UHYHDO WKDW FRUSRUDWH WD[
KDV QR LPSDFW RQ WKH LQYHVWPHQW ORFDWLRQ VHOHFWLRQ DW DOO ZKHUHDV RWKHUV KDYH
IRXQG D SRVLWLYH UHODWLRQVKLS EHWZHHQ WKHP &DUOWRQ  /XJHU DQG 6KHWW\ 
+LQHV  3DSNH  7KH OLVW RI FRQWURO YDULDEOHV DQG WKH FRUUHVSRQGLQJ
GHILQLWLRQV DQG GDWD VRXUFHV LV SUHVHQWHG LQ WKH $SSHQGL[ 7DEOH %

 0HWKRGRORJ\
, VXVSHFW WKDW WKHUH DUH XQREVHUYDEOH WLPHLQYDULDQW IDFWRUV PDNLQJ D FRXQWU\
DWWUDFWLYH WR IRUHLJQ LQYHVWPHQW WKDW DUH QRW LQFOXGHG LQ WKH FRQWURO YDULDEOHV VXFK
DV HGXFDWLRQ FOLPDWH FXOWXUH ODQJXDJH OHJDO UHVWULFWLRQV RQ )', LQIORZV $V D
UHVXOW , XVH WKH SDQHO GDWD WR FDSWXUH WKH XQREVHUYHG HIIHFW $ JHQHUDO VSHFLILFDWLRQ











:KHUH < LV WKH GHSHQGHQW YDULDEOH M; DUH REVHUYHG LQGHSHQGHQW YDULDEOHV S=
DUH XQREVHUYHG LQGHSHQGHQW YDULDEOHV 7KH LQGH[ L LV UHSUHVHQWHG DV WKH XQLW RI
REVHUYDWLRQ W LV WKH WLPH SHULRG DQG M DQG S DUH XVHG WR GLIIHUHQWLDWH EHWZHHQ
WKH REVHUYHG DQG XQREVHUYHG LQGHSHQGHQW YDULDEOHV LWH LV D GLVWXUEDQFH WHUP
DVVXPHG WR IROORZ DQ LQGHSHQGHQW DQG LGHQWLFDO GLVWULEXWLRQ 7KH M; YDULDEOHV DUH
WKH YDULDEOHV RI LQWHUHVW S= YDULDEOHV UHIHU WR WKH XQREVHUYHG KHWHURJHQHLW\
ZKLFK DUH VSHFLILF WR WKH LQGLYLGXDO ,Q SDUWLFXODU WKHVH YDULDEOHV DUH DVVXPHG WR EH




















LD  NQRZQ DV WKH LQGLYLGXDOVSHFLILF XQREVHUYHG HIIHFW UHIHUV WR WKH MRLQW LPSDFW RI
WKH SL= RQ L<  7KH LQGLYLGXDO KHUH PD\ EH D KRXVHKROG RU DQ HQWHUSULVH DQG LQ
WKLV SDSHU LW VKRXOG EH WKH LQGLYLGXDO FRXQWU\ FRYHUHG LQ WKH VDPSOH ,Q WKH FDVH
WKDW LD LV FRUUHODWHG ZLWK M; YDULDEOHV WKH UHJUHVVLRQ HVWLPDWHV ZLOO EH VXEMHFW WR
XQREVHUYHG KHWHURJHQHLW\ ELDV ,I WKH XQREVHUYHG HIIHFW LV QRW FRUUHODWHG ZLWK WKH
H[SODQDWRU\ YDULDEOHV WKH SUHVHQFH RI LW VWLOO UHVXOWV LQ LQHIILFLHQW HVWLPDWLRQV DQG
LQYDOLG VWDQGDUG HUURUV DIWHU DSSO\LQJ WKH VLPSOH SRROHG RUGLQDU\ OHDVW VTXDUH 2/6
VLQFH 2/6 IDLOV WR FDSWXUH WKH XQREVHUYDEOH KHWHURJHQHLW\ DPRQJ WKH LQGLYLGXDOV ,Q
WKLV FDVH HLWKHU IL[HG HIIHFWV UHJUHVVLRQV RU UDQGRP HIIHFWV UHJUHVVLRQV FDQ EH
HPSOR\HG WR ILW SDQHO GDWD 7KH XVH RI DQ\ RI WKH WZR UHJUHVVLRQV KRZHYHU LV
GHSHQGHG RQ WKH FKDUDFWHULVWLFV RI WKH LQGLYLGXDO HIIHFW LD 
 )L[HG HIIHFWV UHJUHVVLRQV
,I LD LV FRUUHODWHG ZLWK UHJUHVVRUV M;  WKH XVH RI IL[HG HIIHFWV UHJUHVVLRQV LV PRUH
DSSURSULDWH *HQHUDOO\ WKHUH DUH WKUHH YHUVLRQV RI IL[HG HIIHFWV DSSURDFK 7KH DLP
RI WKH ILUVW WZR PRGHOV LV WR UHPRYH WKH XQREVHUYHG HIIHFWV IURP WKH PRGHO
 :LWKLQJURXSV IL[HG HIIHFWV
,Q WKH ILUVW YHUVLRQ WKH PHDQV YDOXHV RI ERWK WKH GHSHQGHQW DQG LQGHSHQGHQW
YDULDEOHV IRU D JLYHQ LQGLYLGXDO DUH FDOFXODWHG DQG GHGXFWHG IURP WKH GDWD IRU WKDW































,Q (T  WKH XQREVHUYHG HIIHFW GLVDSSHDUV &RPSRQHQW LLW HH  VDWLVILHV DOO
FRQGLWLRQV IRU 2/6 HVWLPDWLRQ $V D UHVXOW , FDQ DSSO\ 2/6 WR (T  7KH
ZLWKLQJURXSV UHJUHVVLRQ PRGHO FDQ H[SODLQ WKH YDULDWLRQV LQ WKH PHDQV RI WKH
H[SODQDWRU\ YDULDEOHV IRU WKH JURXS RI REVHUYDWLRQ UHODWLQJ WR D JLYHQ LQGLYLGXDO
LQVWHDG RI YDULDWLRQV LQ WKH PHDQ RI WKH GHSHQGHQW YDULDEOH +RZHYHU WKLV YHUVLRQ
LV QRW IUHH RI OLPLWDWLRQV )LUVWO\ WKH LQWHUFHSW E DQG DQ\ ; YDULDEOH WKDW
LQYDULDQW RYHU WLPH IRU HDFK LQGLYLGXDO PD\ EH RPLWWHG $V D UHVXOW WKH PRGHO FDQ
QRW EH XVHG WR HVWLPDWH DQ\ H[SODQDWRU\ YDULDEOHV WKDW UHPDLQ FRQVWDQW 6HFRQGO\
WKHUH LV SUREOHP LQ UHODWLRQ WR WKH GLVWXUEDQFH WHUP 7KH SUHFLVLRQ RI RQH PXOWLSOH
UHJUHVVLRQ PRGHO LV PHDVXUHG E\ WKH YDOXH RI WKH PHDQ VTXDUH GHYLDWLRQV RI WKH
LQGHSHQGHQW YDULDEOHV EHLQJ ODUJH LQ FRPSDULVRQ ZLWK WKH YDULDQFH RI WKH HUURU WHUP
,Q (T  WKH YDULDWLRQ LQ  MM ;;   PD\ EH PXFK VPDOOHU WKDQ WKH YDULDWLRQ LQ M; 
,Q WKLV FDVH WKH LQIOXHQFH RI WKH HUURU WHUP PD\ EH UHODWLYHO\ ODUJH UHVXOWLQJ LQ
LPSUHFLVH HVWLPDWHV 7KLUGO\ ZKHQ WKH PRGHO LV PDQLSXODWHG WR HOLPLQDWH WKH
XQREVHUYHG HIIHFW WKH PRGHO ORVHV D ODUJH QXPEHU RI GHJUHHV RI IUHHGRP
3DUWLFXODUO\ RQH GHJUHH RI IUHHGRP LV UHGXFHG IRU HYHU\ LQGLYLGXDO LQ WKH VDPSOH

+HQFH Q GHJUHHV RI IUHHGRP DUH FRQVXPHG LQ WKH SURFHVV RI PDQLSXODWLQJ WKH
PRGHO DQG DUH UHGXFHG WR QNQ7   ,Q WKH VLWXDWLRQ ZKHUH 7 LV VPDOO FRPSDUHG
ZLWK WKH QXPEHU RI LQGLYLGXDOV WKH LPSDFW ZLOO EH ODUJH
 )LUVW GLIIHUHQFHV IL[HG HIIHFWV
,Q WKLV YHUVLRQ RI WKH IL[HG HIIHFWV HVWLPDWLRQ WKH XQREVHUYHG HIIHFW LV UHPRYHG E\
VXEWUDFWLQJ WKH REVHUYDWLRQ IRU WKH SUHYLRXV WLPH SHULRG IURP WKH REVHUYDWLRQ IRU
WKH FXUUHQW WLPH SHULRG IRU DOO WLPH SHULRGV )RU LQGLYLGXDO L LQ WLPH SHULRG W  WKH



















,Q (T  WKH XQREVHUYHG KHWHURJHQHLW\ KDV EHHQ HOLPLQDWHG IURP WKH PRGHO %\
DSSO\LQJ 2/6 WR (T  , ZLOO JHW WKH ILUVW GLIIHUHQFH HVWLPDWRU 6LPLODU DV WKH
ZLWKLQJURXSV IL[HG HIIHFWV WKH LQWHUFHSW E DQG DQ\ ; YDULDEOH WKDW UHPDLQV
FRQVWDQW IRU HDFK LQGLYLGXDO ZLOO IDLO WR EH HVWLPDWHG DQG WKH GHJUHHV RI IUHHGRP
UHGXFH EHFDXVH WKH ILUVW REVHUYDWLRQ IRU HDFK LQGLYLGXDO IDLOV WR EH GHILQHG
$GGLWLRQDOO\ WKLV W\SH RI GLIIHUHQFLQJ OHDGV WR WKH SUREOHP RI DXWRFRUUHODWLRQ LI LWH
VDWLVILHV WKH UHJUHVVLRQ PRGHO FRQGLWLRQV 2Q WKH RWKHU KDQG LI LWH LV VXEMHFW WR
DXWRFRUUHODWLRQ WKH ILUVW GLIIHUHQFHV HVWLPDWRU FRXOG EH PRUH IDYRUDEOH WR WKH

ZLWKLQJURXSV HVWLPDWRU
 /HDVW VTXDUHV GXPP\ YDULDEOH IL[HG HIIHFWV
,Q FRQWUDU\ ZLWK WKH ILUVW WZR IL[HG HIIHFWV PRGHO WKH WKLUG YHUVLRQ RI WKH IL[HG
HIIHFWV DSSURDFK NHHSV WKH XQREVHUYHG HIIHFW LQ WKH PRGHO 7KH /HDVW VTXDUHV
GXPP\ YDULDEOH IL[HG HIIHFWV /6'9 DVVXPHV WKDW VKLIWV LQ WKH LQWHUFHSW WHUP RI D
VWDQGDUG 2/6 UHJUHVVLRQ DUH DGHTXDWH WR FDSWXUH DQ\ GLIIHUHQFHV DFURVV LQGLYLGXDOV
+HUH , GHILQH D VHW RI GXPP\ YDULDEOHV L$  ZKHUH L$ LV HTXDO WR  LQ WKH FDVH RI DQ











,Q (T  WKH XQREVHUYHG HIIHFW LV PRGHOHG DV WKH FRHIILFLHQW RI WKH
LQGLYLGXDOVSHFLILF GXPP\ YDULDEOH 7KH LL$D WHUP UHIHUV WR D IL[HG HIIHFW RQ WKH
GHSHQGHQW YDULDEOH L< IRU LQGLYLGXDO L  $IWHU ILWWLQJ WKH PRGHO E\ 2/6 , FDQ JHW
XQELDVHG DQG FRQVLVWHQW HVWLPDWHV +RZHYHU WKH XVH RI /6'9 PHWKRG VKRXOG EH
QRW SUDFWLFDO ZKHQ WKH VDPSOH VL]H LV UHODWLYHO\ ODUJH EHFDXVH WKDW D ODUJH QXPEHU
RI GXPP\ YDULDEOHV ZLOO EH XVHG 0DWKHPDWLFDOO\ /6'9 PHWKRG VKRXOG EH WKH VDPH
DV WKH ZLWKLQJURXSV PHWKRG $V D FRQVHTXHQFH LI WKHUH DUH ODUJH QXPEHU RI
LQGLYLGXDOV WKH ZLWKLQJURXSV PHWKRG VKRXOG EH PRUH DSSURSULDWH FRPSDUHG WR WKH
/6'9 PHWKRG 7KH /6'9 PHWKRG DOVR VXIIHUV IURP WKH VRPH OLPLWDWLRQV ,Q
SDUWLFXODU FRHIILFLHQWV IRU WKH ; YDULDEOHV WKDW DUH IL[HG DFURVV LQGLYLGXDOV IDLO WR
EH HVWLPDWHG ZLWKLQ WKLV PHWKRG

 5DQGRP HIIHFWV UHJUHVVLRQV
$V KDYH EHHQ GHVFULEHG LQ ODVW VHFWLRQ D IL[HG HIIHFWV UHJUHVVLRQ KDV IDLOHG WR EH DQ
HIIHFWLYH WRRO ZKHQ WKH YDULDEOHV RI LQWHUHVW DUH FRQVWDQW IRU HDFK LQGLYLGXDO 7KH
XVH RI UDQGRP HIIHFWV UHJUHVVLRQV FDQ VROYH WKH SUREOHP KRZHYHU VXEMHFW WR WZR
FRQGLWLRQV )LUVWO\ HDFK RI WKH XQREVHUYHG YDULDEOHV S= LV GUDZQ UDQGRPO\ IURP D
JLYHQ GLVWULEXWLRQ ,Q WKLV FDVH LD LV WUHDWHG DV UDQGRP YDULDEOHV GUDZQ IURP D










LWLLW HDP  
,Q (T  WKH GLVWXUEDQFH WHUP FRQWDLQV WKH XQREVHUYHG HIIHFW 7KH VHFRQG
FRQGLWLRQ LV WKDW WKH S= YDULDEOHV DUH GLVWULEXWHG LQGHSHQGHQWO\ RI DOO WKH M;
YDULDEOHV ,I WKLV FRQGLWLRQ IDLO WR EH VDWLVILHG WKH XQREVHUYHG HIIHFW DQG KHQFH WKH
HUURU WHUP ZLOO EH FRUUHODWHG ZLWK WKH M; YDULDEOHV DQG WKH UDQGRP HIIHFWV
HVWLPDWLRQ ZLOO EH ELDVHG DQG LQFRQVLVWHQW :KHQ WKH WZR FRQGLWLRQV DUH PHW (T
 FDQ EH XVHG DV WKH UHJUHVVLRQ VSHFLILFDWLRQ %HIRUH DSSO\LQJ 2/6 WKHUH DUH
RWKHU DVVXPSWLRQV VKRXOG EH PDGH RQ WKH QHZ GLVWXUEDQFH WHUP )LUVWO\ WKH
H[SHFWDWLRQ RI HUURU WHUP LWP VKRXOG EH ]HUR WKXV
    LWLLWLLW (((( HDHDP IRU DOO L DQG W 
+HUH , DP DVVXPLQJ WKDW   L( D  $Q\ QRQ]HUR FRPSRQHQW LV DEVRUEHG E\ WKH

LQWHUFHSW E  6HFRQGO\ WKH YDULDQFH RI WKH HUURU WHUP LWP VKRXOG EH FRQVWDQW
WKXV
  HDDHHDHDP VVVVVVV     LWLLW IRU DOO L DQG W  
7KH WHUP RI DHV LV ]HUR PHDQV WKDW LD LV DVVXPHG WR GLVWULEXWH LQGHSHQGHQWO\ RI
LWH  %\ DSSO\LQJ WKH 2/6 RQ (T  , FDQ JHW FRQVLVWHQW FRHIILFLHQW HVWLPDWHV
+RZHYHU 2/6 HVWLPDWLRQ LV QRW HIILFLHQW VLQFH WKH GLVWXUEDQFH WHUP LV VXEMHFW WR
DXWRFRUUHODWLRQ LI DOO WKH REVHUYDWLRQV UHODWLQJ WR D JLYHQ LQGLYLGXDO )RU LQGLYLGXDO
L LQ SHULRG W  WKH GLVWXUEDQFH WHUP LV  LWL HD   )RU WKH VDPH LQGLYLGXDO LQ DQ\
RWKHU SHULRG 
W  WKH GLVWXUEDQFH WHUP EHFRPHV  
LWL HD   7KH SRSXODWLRQ
FRYDULDQFH EHWZHHQ WKHP LV DV VLQFH LD UHPDLQV XQFKDQJHG UHIOHFWLQJ WKH
XQFKDQJLQJ XQREVHUYHG FKDUDFWHULVWLFV RI WKH LQGLYLGXDO ,I REVHUYDWLRQV UHODWH WR
GLIIHUHQW LQGLYLGXDOV WKHUH LV QR DXWRFRUUHODWLRQ VLQFH WKH D FRPSRQHQWV DUH
GLIIHUHQW DQG JHQHUDWHG LQGHSHQGHQWO\ 8QGHU DXWRFRUUHODWLRQ 2/6 HVWLPDWRUV
UHPDLQ XQELDVHG DQG FRQVLVWHQW EXW DUH LQHIILFLHQW DQG WKH 2/6 VWDQGDUG HUURUV DUH
FRPSXWHG ZURQJO\ 2QH VROXWLRQ LV WR DSSO\ JHQHUDOL]HG OHDVW VTXDUHV */6 WR WKH
WUDQVIRUPHG PRGHO DQG WKHQ FRQVLVWHQW DQG HIILFLHQW */6 HVWLPDWRUV FDQ EH
REWDLQHG
&RPSDUHG ZLWK IL[HG HIIHFWV UHJUHVVLRQV UDQGRP HIIHFWV PRGHO KDV VRPH
DGYDQWDJHV )LUVWO\ REVHUYHG FKDUDFWHULVWLFV WKDW UHPDLQ FRQVWDQW IRU HDFK
LQGLYLGXDO DUH UHWDLQHG LQ WKH UDQGRP HIIHFWV PRGHO KRZHYHU WKH\ DUH GURSSHG LQ
WKH IL[HG HIIHFWV HVWLPDWLRQ 6HFRQGO\ Q GHJUHHV RI IUHHGRP DUH QRW ORVW LQ

UDQGRP HIIHFWV HVWLPDWLRQ (YHQ WKRXJK WKHVH DGYDQWDJHV WKH UDQGRP HIIHFWV FDQ
EH XVHG RQO\ LI WKH SUHFRQGLWLRQV DUH PHW RWKHUZLVH WKH IL[HG HIIHFWV VKRXOG EH
XVHG LQVWHDG 7KHUH DUH IRUPDO WHVWV FDQ EH XVHG WR FKRRVH IURP 2/6 IL[HG HIIHFWV
DQG UDQGRP HIIHFWV HVWLPDWLRQ )LUVWO\ WKH %UHXVFK3DJDQ /DJUDQJH 0XOWLSOLHU LV
XVHG WR FRPSDUH WKH SRROHG 2/6 PRGHO WR WKH UDQGRP HIIHFWV 7KH QXOO K\SRWKHVLV
XQGHU LQYHVWLJDWLRQ LV WKDW WKH GLVWXUEDQFH WHUP IROORZV DV DQ LQGHSHQGHQW DQG
LGHQWLFDO GLVWULEXWLRQ    DV  ,I WKH QXOO K\SRWKHVLV LV UHMHFWHG WKH UDQGRP HIIHFW
PRGHO VKRXOG EH PRUH DSSURSULDWH WKDQ 2/6 7KHQ WKH +DXVPDQ WHVW LV XVHG WR
FKRRVH EHWZHHQ IL[HG HIIHFWV DQG UDQGRP HIIHFWV PRGHOV 7KH QXOO K\SRWKHVLV XQGHU
WKLV WHVW LV WKDW WKH XQREVHUYHG LQGLYLGXDOVSHFLILF HIIHFW LV XQFRUUHODWHG ZLWK WKH
H[SODQDWRU\ YDULDEOHV ,I WKLV LV FRUUHFW ERWK IL[HG HIIHFWV DQG UDQGRP HIIHFWV DUH
FRQVLVWHQW EXW IL[HG HIIHFWV ZLOO EH LQHIILFLHQW EHFDXVH LW LQYROYHV HVWLPDWLQJ DQ
XQQHFHVVDU\ VHW RI GXPP\ YDULDEOH FRHIILFLHQWV LQ LWV /6'9 IRUP ,I WKH QXOO
K\SRWKHVLV LV IDOVH WKH IL[HG HIIHFWV HVWLPDWRU LV FRQVLVWHQW ,Q FRQWUDVW WKH UDQGRP
HIIHFWV HVWLPDWHV ZLOO EH VXEMHFW WR XQREVHUYHG KHWHURJHQHLW\ ELDV DQG ZLOO
WKHUHIRUH GLIIHU V\VWHPDWLFDOO\ IURP WKH IL[HG HIIHFWV HVWLPDWHV
 0RGHO VSHFLILFDWLRQ





LW ;&5,6)', HEEE   
+HUH VXEVFULSW L UHSUHVHQWV WR D KRVW FRXQWU\   L  RXW RI WKH  GHYHORSHG
FRXQWULHV W LV D WLPH VXEVFULSW - DQG . UHIHUV WR W\SHV RI )', DQG ILQDQFLDO

FULVHV UHVSHFWLYHO\ VM
E   M  DUH FRHIILFLHQWV WR EH HVWLPDWHG a HVH ,,'LW
LV ZKLWH QRLVH ZKLFK IROORZV DQ LQGHSHQGHQW DQG LGHQWLFDO GLVWULEXWLRQ 9DULDEOH LW;
LQ (T  LV VWDQGDUG 9DULDEOHV -LW)', DQG .LW&5,6 DUH FKRVHQ GLIIHUHQWO\ WR IRUP
GLIIHUHQW YHUVLRQV RI (T  )RU HDFK PHDVXUH RI )', YDULDEOH WKHUH DUH IRXU
GLIIHUHQW VSHFLILFDWLRQV WKUHH UHJUHVVLRQV LQFOXGH HDFK FULVLV VHSDUDWHO\ DQG RQH
UHJUHVVLRQ LQFOXGHV FULVHV MRLQWO\ +HQFH , KDYH JRW  VHWV RI VSHFLILFDWLRQV LQ
HVWLPDWLQJ (T 
7KH GHVFULSWLYH VWDWLVWLFV IRU WKH GDWD DUH JLYHQ LQ WKH $SSHQGL[ 7DEOH  7KH
GHSHQGHQW DQG LQGHSHQGHQW YDULDEOHV LQ (T  DUH H[SODLQHG DV IROORZV
-
LW)', LV WKH DQQXDO )', LQIORZ RI W\SH - )', LQIORZV )', VWRFNV FURVVERUGHU 0	$
JUHHQILHOG IRU FRXQWU\ L LQ \HDU W PHDVXUHG LQ ELOOLRQV RI 86 GROODUV DW FXUUHQW
SULFHV DQG FXUUHQW H[FKDQJH UDWHV
.
LW&5,6 LV DQ LQWHUFHSW GXPP\ YDULDEOH IRU ILQDQFLDO FULVLV RI W\SH . EDQNLQJ
LQIODWLRQ FXUUHQF\ WRWDO WKDW WDNHV YDOXH RI  LQ WKH \HDU ZKHQ WKH SDUWLFXODU FULVLV
RFFXUV DQG WDNH YDOXH RI ]HUR RWKHUZLVH
LW; LV D YHFWRU RI FRQWURO YDULDEOHV LQFOXGLQJ *'3 SHU FDSLWD LQ PLOOLRQV RI 86 GROODUV
1&*'3 DQQXDO *'3 JURZWK UDWH LQ SHUFHQWDJH 5**'3 H[SRUWV RQ JRRGV DQG
VHUYLFHV LQ PLOOLRQV RI 86 GROODUV (;3257 FRUSRUDWH WD[ LQ SHUFHQWDJH 7$;
WHOHSKRQH OLQHV SHU  SHRSOH LQ QXPEHUV 7(/ LQWHUQHW XVHUV SHU  SHRSOH LQ
QXPEHUV ,17 WUDGH RSHQQHVV LQGH[ 23(11(66 ODERU IRUFH LQ PLOOLRQV
7/$%25 UHDO *'3 SHU FDSLWD LQ PLOOLRQV RI 86 GROODUV &/$%25 ODQG DUHD LQ

VTXDUH RI NLORPHWHUV /$1' SRSXODWLRQV LQ PLOOLRQV 323 SROLWLFDO ULJKWV LQGH[




%HIRUH WKH IRUPDO HVWLPDWLRQ D VHULHV WHVWV KDYH EHHQ SHUIRUPHG WR VHOHFW WKH PRVW
VXLWDEOH HVWLPDWRU IRU HDFK PRGHO )LUVWO\ WKH %UHXVFK3DJDQ /0 WHVW LV XVHG WR
FRPSDUH WKH SRROHG 2/6 UHJUHVVLRQ PRGHO WR WKH UDQGRP HIIHFWV PRGHO 7KH QXOO
K\SRWKHVLV RI WKH LQGHSHQGHQW DQG LGHQWLFDO GLVWULEXWHG HUURU WHUP DJDLQVW WKH
DOWHUQDWLYH K\SRWKHVLV RI WKH SUHVHQFH RI WKH LQGLYLGXDO HIIHFWV XQFRUUHODWHG ZLWK
WKH UHJUHVVRUV LV UHMHFWHG DW WKH  SHUFHQW VLJQLILFDQFH OHYHO IRU DOO WKH  UHJUHVVLRQ
PRGHOV ZKLFK VXSSRUWV P\ LQLWLDO H[SHFWDWLRQ RI WKH XQREVHUYHG HIIHFWV
7KHQ , XVH WKH +DXVPDQ WHVW WR FRPSDUH WKH UDQGRP HIIHFWV PRGHO WR WKH IL[HG
HIIHFWV PRGHO 7KH QXOO K\SRWKHVLV RI LQGLYLGXDO HIIHFWV XQFRUUHODWHG ZLWK WKH
UHJUHVVRUV YHUVXV LQGLYLGXDO HIIHFWV FRUUHODWHG ZLWK WKH UHJUHVVRUV LV UHMHFWHG DW WKH
 SHUFHQW VLJQLILFDQFH OHYHO IRU DOO WKH  UHJUHVVLRQ PRGHOV ZKLFK VXJJHVWV WKH
FKRLFH RI WKH IL[HG HIIHFWV HVWLPDWRU IRU WKH IROORZLQJ HVWLPDWLRQ
)LQDOO\ , LPSOHPHQW D XQLW URRW WHVW RQ WKH SDQHO GDWD LQ OHYHO E\ XVLQJ WKH
+DUULV7]DYDOLV WHVW ZLWK WKH QXOO K\SRWKHVLV RI D XQLW URRW LQ WKH VHULHV DQG WKH
DOWHUQDWLYH RI WKDW WKH VHULHV LV VWDWLRQDU\ 7KH WHVWLQJ UHVXOWV RQ WKH HPSLULFDO
YDULDEOHV LQGLFDWH WKDW PRVW RI WKH PDFURHFRQRPLF YDULDEOHV DUH SUHVHQWHG ZLWK D
XQLW URRW LQFOXGLQJ QRPLQDO *'3 SHU FDSLWD H[SRUWV RQ JRRGV DQG VHUYLFHV
FRUSRUDWH WD[ DQG UHDO *'3 SHU FDSLWD 7KH UHVXOWV RQ )', YDULDEOH DUH PL[HG 7KH
QXOO K\SRWKHVLV RI D XQLW URRW IDLOV WR EH UHMHFWHG DW  SHUFHQW VLJQLILFDQFH OHYHO IRU

)', VWRFN ZKHUHDV )', LQIORZ FURVVERUGHU 0	$ DQG JUHHQILHOG )', DUH SURYHG WR
EH VWDWLRQDU\ DW  SHUFHQW VLJQLILFDQFH OHYHO ,Q WKLV FDVH , XVH OHYHO GDWD IRU
VWDWLRQDU\ YDULDEOHV DQG ILUVWGLIIHUHQFH GDWD IRU YDULDEOHV ZLWK XQLW URRW
 (VWLPDWLRQ UHVXOWV
7KH HVWLPDWLRQ UHVXOWV IRU WKH HPSLULFDO DQDO\VLV DUH H[KLELWHG LQ 7DEOH  )RU HDFK
W\SH RI )', DFWLYLW\ , UHSRUW WKH SDUDPHWHU HVWLPDWHV IRU WKH IRXU GLIIHUHQW PRGHOV
FRQFHUQLQJ EDQNLQJ LQIODWLRQ FXUUHQF\ DQG WRWDO FULVHV UHVSHFWLYHO\ 7KH ILUVW
FROXPQ RI HDFK WDEOH SUHVHQWV WKH OLVW RI LQGHSHQGHQW YDULDEOHV DQG WKH ODVW IRXU
FROXPQV SURYLGH SDUDPHWHU HVWLPDWHV IRU HDFK PRGHO $OVR , UHSRUW SYDOXH IRU
HDFK HVWLPDWHG FRHIILFLHQW
 5HVXOWV IRU WKH OLQN EHWZHHQ ILQDQFLDO FULVHV DQG )', LQIORZV
7DEOH  SUHVHQWV WKH SDUDPHWHU HVWLPDWHV RI WKH GHWHUPLQDQWV RI )', LQIORZV LQ
WHUPV RI WKH ILUVW IRXU PRGHOV &RHIILFLHQWV IRU FRQWURO YDULDEOHV LQFOXGLQJ WKH
ILUVWGLIIHUHQFHG QRPLQDO *'3 SHU FDSLWD WRWDO ODERU IRUFH ILUVWGLIIHUHQFHG H[SRUWV
RQ JRRGV DQG VHUYLFHV DUH VLJQLILFDQW ZLWK H[SHFWHG VLJQV IRU DOO WKH IRXU PRGHOV ,Q
RWKHU ZRUGV )', LQIORZV LQ GHYHORSHG FRXQWULHV DUH SRVLWLYHO\ DIIHFWHG E\ WKH KRVW
FRXQWULHV¶ PDUNHW VL]H DQG SRWHQWLDO DYDLODELOLW\ RI ODERU IRUFH DQG H[SRUWV RQ JRRGV
DQG VHUYLFHV &RHIILFLHQWV IRU YDULDEOHV LQFOXGLQJ SRSXODWLRQ DQG ODQG DUHD DUH DOVR
VLJQLILFDQW KRZHYHU LQFRQVLVWHQW ZLWK P\ RULJLQDO H[SHFWDWLRQ 6XUSULVLQJO\ WKH
UHVXOWV LQGLFDWH WKDW FRXQWULHV ZLWK ODUJHU VL]H RI SRSXODWLRQ DQG PRUH ODQG DWWUDFW
OHVV IRUHLJQ LQYHVWPHQWV $OVR IDFWRUV LQFOXGLQJ ODERU FRVW WUDGH RSHQQHVV

SROLWLFDO HQYLURQPHQW QXPEHU RI LQWHUQHW XVHUV DQG FRUSRUDWH WD[ DUH IRXQG WR
KDYH QR HIIHFW RQ )', LQIORZV DV WKHLU FRHIILFLHQWV DUH VWDWLVWLFDOO\ LQVLJQLILFDQW 7KH
UHVXOWV IRU UHPDLQLQJ YDULDEOHV DUH GLIIHULQJ RYHU GLIIHUHQW UHJUHVVLRQ PRGHOV ,
IRXQG WKDW UHDO *'3 JURZWK UDWH LV SRVLWLYHO\ UHODWHG ZLWK )', LQIORZV ZLWK
VWDWLVWLFDOO\ VLJQLILFDQW FRHIILFLHQW IRU PRGHOV   DQG  &RHIILFLHQW IRU
QXPEHU RI WHOHSKRQH OLQHV LV VLJQLILFDQW ZLWK WKH H[SHFWHG VLJQ IRU RQO\ PRGHOV 
DQG 
7DEOH  3DQHO UHJUHVVLRQ E\ IL[HG HIIHFW HVWLPDWLRQ IRU )', LQIORZV
'HSHQGHQW YDULDEOH )', LQIORZV LQ ELOOLRQV RI 86 GROODUV
0RGHO
,QGHSHQGHQW
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W VWDWLVWLFV LQ SDUHQWKHVHV  S    S    S  
)RU PRGHO  LQ ZKLFK WKH EDQNLQJ FULVLV LV LVRODWHG WR H[DPLQH LWV LPSDFW RQ )',
LQIORZV FRHIILFLHQW IRU EDQNLQJ FULVLV LV QHJDWLYH DQG VWDWLVWLFDOO\ VLJQLILFDQW DW 
SHUFHQW VLJQLILFDQFH OHYHO 4XDQWLWDWLYHO\ WKH RFFXUUHQFH RI D EDQNLQJ FULVLV LV
SUHGLFWHG WR UHGXFH )', LQIORZV E\  ELOOLRQ 86 GROODUV ZKHQ RWKHU FRQWURO
YDULDEOHV DUH NHSW WR EH FRQVWDQW 7KHRUHWLFDOO\ WKLV ILQGLQJ PD\ WR VRPH H[WHQW
UHIOHFW WKH VWDWHPHQW WKDW WKH ODUJH FDSLWDO RXWIORZ UHVXOWHG IURP LQWHUQDWLRQDO

LOOLTXLGLW\ LQ ILQDQFLDO V\VWHPV ZLOO HYHQWXDOO\ WULJJHU WKH UHDO GHSUHFLDWLRQ ERWK UHDO
DQG ILQDQFLDO DVVHWV (PSLULFDOO\ P\ ILQGLQJ LV FRQVLVWHQW ZLWK WKH UHVXOWV RI %RJDFK
DQG 1R\  ,Q 0RGHO  WKH LQIODWLRQ FULVLV LV LVRODWHG IURP RWKHU W\SHV RI
ILQDQFLDO FULVHV WR H[DPLQH LWV LPSDFW RQ )', LQIORZV &RHIILFLHQW IRU LQIODWLRQ FULVLV LV
QHJDWLYH LQGLFDWLQJ D QHJDWLYH OLQN EHWZHHQ LQIODWLRQ FULVLV DQG )', LQIORZV LQ WKH
VDPSOH RI FRXQWULHV 1HYHUWKHOHVV WKH UHVXOW IDLOV WR EH VWDWLVWLFDOO\ VLJQLILFDQW 7KLV
ILQGLQJ KDV LQ OLQH ZLWK WKH SUHYLRXV H[SHFWDWLRQ LQ ZKLFK , DUJXH WKDW LQIODWLRQ FULVLV
VKRXOG KDYH IHZ LQFHQWLYHV IRU IRUHLJQ LQYHVWRUV WR HQWHU LQWR WKH GRPHVWLF PDUNHW
VLQFH WKH QRPLQDO GHSUHFLDWLRQ LQ RQH FXUUHQF\ PD\ QRW EH D PRWLYDWLRQ IRU IRUHLJQ
LQYHVWPHQWV 7KH ILQGLQJ LV FRQWUDVWHG ZLWK WKH SUHGLFWLRQV RI %RJDFK DQG 1R\
 ZKR DUJXHG WKDW LQIODWLRQ FULVLV H[HUWHG VLJQLILFDQW QHJDWLYH HIIHFW RQ )',
LQIORZV
7KH IRXUWK FROXPQ RI 7DEOH  SURYLGHV WKH HVWLPDWLRQ UHVXOWV IRU PRGHO  LQ ZKLFK
WKH UHODWLRQVKLS EHWZHHQ FXUUHQF\ FULVLV DQG )', LQIORZV LV VWXGLHG &RHIILFLHQW IRU
WKH FXUUHQF\ FULVLV LV QHJDWLYH DQG KLJKO\ VLJQLILFDQW DW  SHUFHQW VLJQLILFDQFH OHYHO
3DUWLFXODUO\ , ILQG WKDW D FXUUHQF\ FULVLV LQ D JLYHQ \HDU UHGXFHV WKH YDOXH RI )',
LQIORZV E\  ELOOLRQ 86 GROODUV 7KH QHJDWLYH UHODWLRQVKLS EHWZHHQ WKH FXUUHQF\
FULVLV DQG )', LQIORZV REVHUYHG LQ WKH VDPSOH RI GHYHORSHG FRXQWULHV UHIXVHV WKH
K\SRWKHVLV FRQFOXGHG IURP WKH ILUVW JHQHUDWLRQ RI FULVLV PRGHO ZKLFK VWDWHV WKDW D
FXUUHQF\ FULVLV LV SUHGLFWHG WR KDYH QR HIIHFW RQ )', DFWLYLW\ 7KH ILQGLQJ LV DOVR LQ
FRQWUDU\ ZLWK WKH H[SHFWDWLRQ RI WKH VHFRQG JHQHUDWLRQ RI FULVLV PRGHO ZKLFK
SUHGLFWV D SRVLWLYH UHODWLRQVKLS EHWZHHQ WKH FXUUHQF\ FULVLV DQG )', LQIORZV

1HYHUWKHOHVV WKH UHVXOW PD\ EH H[SODLQHG E\ 6ROLPDQ
V  DUJXPHQW WKDW
GHSUHFLDWLRQ UHVXOWHG IURP FXUUHQF\ FULVLV LPSOLHV VPDOOHU UHYHQXH HDUQHG LQ KRVW
FRXQWU\ IRU IRUHLJQ LQYHVWRUV LI PHDVXUHG LQ IRUHLJQ FXUUHQF\ LQ ZKLFK FDVH
FXUUHQF\ FULVLV KDYH QHJDWLYH HIIHFW RQ LQZDUG )', RU , FDQ SUHGLFW WKDW WKH
FXUUHQF\ FULVLV LQ WKH GHYHORSHG FRXQWULHV OHDGV WR JUHDWHU YRODWLOLW\ LQ WKH IRUHLJQ
H[FKDQJH PDUNHW DQG WKHUHIRUH XQFHUWDLQW\ RI IXWXUH IRUHLJQ LQYHVWPHQW DFWLYLWLHV
(PSLULFDOO\ WKH ILQGLQJ KDV EHHQ LQ FRQWUDU\ ZLWK PRVW UHVHDUFKHUV
 UHVXOWV
KRZHYHU LQ FRQVLVWHQW ZLWK WKH SUHGLFWLRQ RI 5\GTYLVW  7KH ILQDO FROXPQ LQ
7DEOH  SUHVHQWV WKH HVWLPDWLRQ UHVXOWV RI PRGHO  LQ ZKLFK WKH WKUHH W\SHV RI
ILQDQFLDO FULVHV DUH SRROHG WRJHWKHU WR H[DPLQH WKHLU MRLQW HIIHFW RQ WKH YDOXH RI )',
LQIORZV &RHIILFLHQW IRU WKH WRWDO FULVHV LV QHJDWLYH DQG VLJQLILFDQW DW  SHUFHQW
VLJQLILFDQFH OHYHO LPSO\LQJ WKDW )', LQIORZV DUH QHJDWLYHO\ DIIHFWHG E\ WKH
RFFXUUHQFH RI ILQDQFLDO FULVHV ,Q SDUWLFXODU , REVHUYH WKDW ILQDQFLDO FULVHV LQ D JLYHQ
\HDU DUH VKRZQ WR UHGXFH WKH YDOXH RI )', LQIORZV E\  ELOOLRQ 86 GROODUV 7KH
HPSLULFDO ILQGLQJ KDV EHHQ LQ FRQVLVWHQW ZLWK PRVW RI WKH SUHYLRXV ILQGLQJV UHSRUWHG
LQ WKH OLWHUDWXUH
 5HVXOWV IRU WKH OLQN EHWZHHQ ILQDQFLDO FULVHV DQG )', VWRFNV
7DOH  SUHVHQWV IL[HGHIIHFWV HVWLPDWLRQ UHVXOWV IRU WKH GHWHUPLQDQWV RI )', VWRFNV
7KH UHVXOWV IRU WKH FRQWURO YDULDEOHV DUH PL[HG DFURVV WKH IRXU PRGHOV &RHIILFLHQWV
IRU YDULDEOHV LQFOXGLQJ ILUVWGLIIHUHQFHG QRPLQDO *'3 SHU FDSLWD UHDO *'3 JURZWK
UDWH WRWDO ODERU IRUFH QXPEHU RI LQWHUQHW XVHUV DQG ODQG DUHD DUH VLJQLILFDQW DQG

SRVLWLYH IRU DOO WKH IRXU PRGHOV LPSO\LQJ WKDW )', LV DWWUDFWHG WR ODUJHU PDUNHW VL]H
DQG SRWHQWLDO PRUH ODERU IRUFH LQWHUQHW XVHUV DQG ODQG DUHD $GGLWLRQDOO\ , ILQG
WKDW WKH HIIHFWV RI YDULDEOHV LQFOXGLQJ ODERU FRVW H[SRUWV RQ JRRGV DQG VHUYLFHV
SROLWLFDO LQGH[ QXPEHU RI WHOHSKRQH OLQHV WRWDO SRSXODWLRQ DQG FRUSRUDWH WD[
DSSHDU WR EH ]HUR VLQFH WKHLU FRHIILFLHQWV DUH LQVLJQLILFDQW 7KH UHVXOW LQ UHODWLRQ WR
WKH HIIHFW RI WUDGH RSHQQHVV LV PL[HG 7UDGH RSHQQHVV KDV IDLUO\ VLJQLILFDQW DQG
SRVLWLYH HIIHFW RQ )', ZKHQ LQIODWLRQ FXUUHQF\ RU WRWDO FULVHV DUH FRQVLGHUHG ZKLOH
KDV QR LPSDFW RQ )', ZKHQ EDQNLQJ FULVLV LV FRQFHUQHG ZLWK
7DEOH  3DQHO UHJUHVVLRQ E\ IL[HG HIIHFW HVWLPDWLRQ IRU )', VWRFNV
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)URP 7DEOH  LW FDQ EH VHHQ WKDW WKH HVWLPDWLRQ UHVXOWV IRU WKH OLQNV EHWZHHQ
YDULRXV W\SHV RI ILQDQFLDO FULVHV DQG )', VWRFNV DUH VLPLODU ZLWK WKDW IRU )', LQIORZV
,Q SDUWLFXODU WKH FRHIILFLHQW IRU EDQNLQJ FULVLV VKRZQ LQ PRGHO  LV IRXQG WR EH
QHJDWLYH DQG VWDWLVWLFDOO\ VLJQLILFDQW DW  SHUFHQW VLJQLILFDQFH OHYHO LPSO\LQJ D
VWURQJ QHJDWLYH UHODWLRQVKLS EHWZHHQ EDQNLQJ FULVLV DQG )', LQIORZ ,QIODWLRQ FULVLV

WKDW LV H[DPLQHG LQ PRGHO  LV DOVR VKRZQ WR KDYH D QHJDWLYH LPSDFW RQ )', VWRFNV
QHYHUWKHOHVV WKH UHVXOW LV QRW VWDWLVWLFDOO\ VLJQLILFDQW &RHIILFLHQW IRU FXUUHQF\ FULVLV
VKRZHG LQ PRGHO  LV QHJDWLYH DQG VWDWLVWLFDOO\ VLJQLILFDQW DW  SHUFHQW
VLJQLILFDQFH OHYHO LQGLFDWLQJ D QHJDWLYH LPSDFW H[HUWHG RQ )', VWRFNV )LQDOO\ WRWDO
ILQDQFLDO FULVHV DUH VKRZQ WR H[HUW QHJDWLYH DQG VLJQLILFDQW HIIHFW RQ )', VWRFNV
 5HVXOWV IRU WKH OLQN EHWZHHQ ILQDQFLDO FULVHV DQG FURVVERUGHU 0	$
, WKHQ GLVWLQJXLVK EHWZHHQ WKH GLIIHUHQW WLPH KRUL]RQV IRU )', DFWLYLW\ DQG H[DPLQH
WKH HIIHFWV RI FULVHV RQ FURVVERUGHU 0	$ DQG JUHHQILHOG )', VHSDUDWHO\ 7KH IL[HG
HIIHFW HVWLPDWLRQ UHVXOWV IRU FURVVERUGHU 0	$ DUH SURYLGHG LQ 7DEOH  &RHIILFLHQWV
IRU YDULDEOHV LQFOXGLQJ ILUVWGLIIHUHQFHG QRPLQDO *'3 SHU FDSLWD UHDO *'3 JURZWK
UDWH H[SRUWV RQ JRRGV DQG VHUYLFHV DQG QXPEHU RI WHOHSKRQH OLQHV DUH SRVLWLYH DQG
VLJQLILFDQW IRU DOO WKH IRXU PRGHOV (PSLULFDOO\ WKH UHVXOW LQGLFDWHV WKDW KRVW
FRXQWULHV ZLWK ODUJHU PDUNHW VL]H DQG SRWHQWLDO PRUH H[SRUWV WHOHSKRQH OLQHV DUH
OLNHO\ WR DWWUDFW PRUH IRUHLJQ LQYHVWPHQWV 7KH VL]H RI SRSXODWLRQ LV VKRZQ WR EH
VWURQJ VLJQLILFDQW DQG QHJDWLYHO\ DIIHFW WKH YDOXH RI FURVVERUGHU 0	$ 7KH
UHPDLQLQJ IDFWRUV LQFOXGLQJ ODERU DYDLODELOLW\ DQG FRVW WUDGH RSHQQHVV SROLWLFDO
HQYLURQPHQW QXPEHU RI LQWHUQHW XVHUV ODQG DUHD DQG FRUSRUDWH WD[ DUH IRXQG WR
KDYH QR LPSDFW RQ WKH YDOXH RI FURVVERUGHU 0	$

7DEOH  3DQHO UHJUHVVLRQ E\ IL[HG HIIHFW HVWLPDWLRQ IRU FURVVERUGHU 0	$
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7KH OLQN EHWZHHQ EDQNLQJ FULVLV DQG FURVVERUGHU 0	$ LV H[DPLQHG LQ PRGHO 
)URP WKH HPSLULFDO UHVXOWV , REVHUYH WKDW D EDQNLQJ FULVLV KDV D VLJQLILFDQWO\
QHJDWLYH HIIHFW RQ FURVVERUGHU 0	$ $ EDQNLQJ FULVLV LQ D JLYHQ \HDU LV VKRZQ WR
GHFUHDVH WKH YDOXH RI FURVVERUGHU 0	$ E\  ELOOLRQ 86 GROODUV 7KH QHJDWLYH
UHODWLRQVKLS EHWZHHQ EDQNLQJ FULVLV DQG FURVVERUGHU 0	$ UHIXVHV WKH ILUH VDOH )',
K\SRWKHVLV LQ P\ VDPSOH RI FRXQWULHV 7KH ILQGLQJ LV DOVR LQ FRQWUDU\ ZLWK WKH
WKHRUHWLFDO DVVHUWLRQ ZKLFK DUJXHV OLWWOH LPSDFW RI EDQNLQJ FULVLV RQ )', WKDW
JHQHUDWHG IURP WKH WKLUG JHQHUDWLRQ RI FULVLV PRGHO
(PSLULFDO UHVXOWV FRQFHUQLQJ WKH LPSDFW RI LQIODWLRQ FULVLV RQ FURVVERUGHU 0	$ DUH
SUHVHQWHG LQ PRGHO  IURP ZKLFK , ILQG WKDW WKH FRHIILFLHQW IRU LQIODWLRQ FULVLV LV
SRVLWLYH EXW IDLO WR EH VWDWLVWLFDOO\ VLJQLILFDQW 7KH UHVXOW LPSOLHV WKDW LQIODWLRQ FULVLV

KDV OLWWOH LQIOXHQFH RQ WKH 0	$ DFWLYLW\ DQG UHIXVHV WKH ILUH VDOH )', K\SRWKHVLV LQ
WKH VDPSOH RI GHYHORSHG FRXQWULHV 7KH ILQGLQJ KDV VXSSRUWHG WKH SUHYLRXV WKLQNLQJ
WKDW QRPLQDO GHSUHFLDWLRQ LQ RQH FXUUHQF\ KDV OLWWOH HIIHFW LQ DWWUDFWLQJ PRUH DVVHWV
DFTXLVLWLRQV GXULQJ D FULVLV 2Q WKH RWKHU KDQG UHDO GHSUHFLDWLRQ LQ RQ FXUUHQF\ LV
H[SHFWHG WR HQWDLO RSSRUWXQLWLHV IRU PRUH IRUHLJQ DFTXLVLWLRQV DQG DOORZ D ILUH VDOH RI
VXFK WUDQVIHUDEOH DVVHWV WR IRUHLJQ ILUPV +RZHYHU , IDLO WR REVHUYH ILUH VDOH )',
IURP WKH HPSLULFDO UHVXOWV IRU WKH OLQN EHWZHHQ FXUUHQF\ FULVLV DQG FURVVERUGHU
0	$ PRGHO  LQ WKH VDPSOH RI GHYHORSHG FRXQWULHV 7KH FRHIILFLHQW IRU
FXUUHQF\ FULVLV LV QHJDWLYH DQG VLJQLILFDQW DW  SHUFHQW VLJQLILFDQFH OHYHO
4XDQWLWDWLYHO\ D FXUUHQF\ FULVLV LQ D JLYHQ \HDU LV SUHGLFWHG WR UHGXFH WKH YDOXH RI
FURVVERUGHU 0	$ E\  ELOOLRQ 86 GROODUV )LQDOO\ WKH MRLQW HIIHFW RI ILQDQFLDO
FULVHV RQ FURVVERUGHU 0	$ DQDO\]HG LQ PRGHO  LV SURYHG WR EH QHJDWLYH DQG
VLJQLILFDQW DW  SHUFHQW VLJQLILFDQFH OHYHO ,Q SDUWLFXODU ILQDQFLDO FULVLV RFFXUUHG LQ D
JLYHQ \HDU LV VKRZQ WR UHGXFH WKH YDOXH RI FURVVERUGHU 0	$ E\  ELOOLRQ 86
GROODUV 7KH QHJDWLYH UHODWLRQVKLS EHWZHHQ ILQDQFLDO FULVHV DQG FURVVERUGHU 0	$
LQGLFDWHV WKDW WKH ILUH VDOH )', LV QRW REVHUYHG LQ P\ VDPSOH
 5HVXOWV IRU WKH OLQN EHWZHHQ ILQDQFLDO FULVHV DQG JUHHQILHOG )',
7DEOH  VKRZV WKH IL[HG HIIHFW HVWLPDWLRQ UHVXOWV IRU WKH JUHHQILHOG )', 3DUWLFXODUO\
YDULDEOHV LQFOXGLQJ QRPLQDO *'3 SHU FDSLWD UHDO *'3 JURZWK UDWH QXPEHU RI
WHOHSKRQH OLQHV DQG VL]H RI SRSXODWLRQ DUH VKRZQ WR KDYH D VLJQLILFDQWO\ SRVLWLYH
LQIOXHQFH RQ WKH YDOXH RI JUHHQILHOG )', ,Q FRQWUDVW ZLWK WKH UHVXOW IRU FURVVERUGHU

0	$ WRWDO ODERU IRUFH LQ WKH KRVW FRXQWULHV KDV VRPH SRVLWLYH HIIHFW RQ JUHHQILHOG
)', 7KH GLIIHUHQFH PD\ EH H[SODLQHG E\ WKH IDFWRU WKDW JUHHQILHOG )', LQYROYHV D
QHZ VXEVLGLDU\ HVWDEOLVK ZKLFK PD\ HQWDLO D ODUJH QXPEHU RI ODERU IRUFH LQ WKH KRVW
FRXQWULHV &RQWURO YDULDEOHV LQFOXGLQJ ODERU FRVW H[SRUWV RQ JRRGV DQG VHUYLFHV
SROLWLFDO HQYLURQPHQW QXPEHU RI LQWHUQHW XVHUV DQG LQIODWLRQ UDWH DUH REVHUYHG WR
KDYH QR LPSDFW JUHHQILHOG )', 2WKHU FRQWURO YDULDEOHV LQFOXGLQJ WUDGH RSHQQHVV
ODQG DUHD DQG FRUSRUDWH WD[ KDYH GLIIHULQJ HIIHFW RQ JUHHQILHOG )', ZKHQ GLIIHUHQW
W\SH RI ILQDQFLDO FULVHV LV FRQVLGHUHG
7DEOH  3DQHO UHJUHVVLRQ E\ IL[HG HIIHFW HVWLPDWLRQ IRU JUHHQILHOG )',
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 S  
7KH UHODWLRQVKLS EHWZHHQ EDQNLQJ FULVLV DQG JUHHQILHOG )', LV UHSRUWHG LQ PRGHO 
LQ 7DEOH  )URP WKH WDEOH , REVHUYH WKDW EDQNLQJ FULVLV KDV D QHJDWLYH EXW
LQVLJQLILFDQW HIIHFW RQ JUHHQILHOG )', 7KH LPSDFW RI LQIODWLRQ FULVLV RQ JUHHQILHOG LV
H[DPLQHG LQ PRGHO  7KH UHJUHVVLRQ UHVXOWV VKRZ WKDW LQIODWLRQ FULVLV KDV

LQVLJQLILFDQWO\ SRVLWLYH HIIHFW RQ WKH YDOXH RI JUHHQILHOG )', 7KH LQVLJQLILFDQW HIIHFWV
H[HUWHG E\ EDQNLQJ DQG LQIODWLRQ FULVHV LQ WKH VDPSOH PD\ EH H[SODLQHG E\ WKH
WKLQNLQJ WKDW JUHHQILHOG )', WKDW LQYROYHV ORQJHU WHUP SURVSHFWV LQ WKH IXWXUH PD\
QRW EH LQIOXHQFHG E\ VKRUW WHUP XQFHUWDLQW\ LPSRVHG E\ ILQDQFLDO FULVHV +RZHYHU
DQDO\VLV RQ WKH LPSDFW RI FXUUHQF\ FULVLV UHVXOWV LQ RSSRVLWH UHVXOWV &RHIILFLHQW IRU
FXUUHQF\ FULVLV WKDW SURYLGHG LQ PRGHO  LV QHJDWLYH DQG VWDWLVWLFDOO\ VLJQLILFDQW DW
 SHUFHQW VLJQLILFDQFH OHYHO VKRZQ WR UHGXFH WKH YDOXH RI JUHHQILHOG )', E\ 
ELOOLRQ 86 GROODUV 0RUHRYHU WKH MRLQW HIIHFW RI WKH WRWDO ILQDQFLDO FULVHV LV DOVR VKRZQ
WR EH QHJDWLYH DQG VWDWLVWLFDOO\ VLJQLILFDQW DW  SHUFHQW OHYHO ,Q SDUWLFXODU D ILQDQFLDO
FULVLV UHGXFHV WKH YDOXH RI JUHHQILHOG )', E\  ELOOLRQ 86 GROODUV LQ D JLYHQ \HDU
7KH VLJQLILFDQW QHJDWLYH OLQN KDV UHMHFWHG SUHYLRXV DVVHUWLRQ ZLWK UHIHUHQFH WR
ILQDQFLDO FULVHV DQG JUHHQILHOG )',

 &RQFOXVLRQ
,Q WKLV SDSHU , HPSLULFDOO\ H[DPLQH WKH LPSDFW RI ILQDQFLDO FULVHV RQ )', DFWLYLW\
6LQFH GLIIHUHQW )', DFWLYLWLHV DUH H[SHFWHG WR UHDFW GLIIHUHQWO\ WR GLIIHULQJ W\SHV RI
ILQDQFLDO FULVHV , FDWHJRU\ ILQDQFLDO FULVHV LQWR WKUHH W\SHV LQFOXGLQJ EDQNLQJ FULVLV
LQIODWLRQ FULVLV DQG FXUUHQF\ FULVLV $OVR )', DFWLYLW\ LV GLVWLQJXLVKHG EHWZHHQ
FURVVERUGHU 0	$ DQG JUHHQILHOG )', %\ DSSO\LQJ D IL[HG HIIHFWV UHJUHVVLRQV PRGHO
RQ D SDQHO GDWD RI  GHYHORSHG FRXQWULHV IRU WKH SHULRG  WKH HPSLULFDO
UHVXOWV VKRZ WKDW ILQDQFLDO FULVHV KDG VWURQJ QHJDWLYH HIIHFWV RQ )', DFWLYLW\ LQ WKH
VDPSOH ,Q SDUWLFXODU EDQNLQJ FULVLV DQG FXUUHQF\ FULVLV DUH VKRZQ WR UHGXFH WKH
YDOXH RI )', LQIORZV )', VWRFNV DQG JUHHQILHOG )', DFWLYLWLHV VLJQLILFDQWO\ ZKLOH
LQIODWLRQ FULVLV KDV OLWWOH LPSDFW )', DFWLYLW\ , GR QRW ILQG HYLGHQFH VXSSRUWLQJ WKH
ILUH VDOH )', K\SRWKHVLV LQ WKH VDPSOH RI GHYHORSHG FRXQWULHV 2Q WKH RWKHU KDQG
ILQDQFLDO FULVHV OHDG WR D ODUJH GHFOLQH LQ WKH YDOXH RI FURVVERUGHU 0	$ 7KLV ILQGLQJ
LV LQ FRQVLVWHQW ZLWK WKH VLWXDWLRQ REVHUYHG LQ WKH FXUUHQW JOREDO ILQDQFLDO FULVLV
GXULQJ ZKLFK SHULRG WKH IRUHLJQ LQYHVWRUV KDYH WUDSSHG LQWR ILQDQFLDO LOOLTXLGLW\ ,Q
P\ RZQ WKLQNLQJ WKH DYDLODELOLW\ RI DFFHVV WR IXQGV VKRXOG EH D FULWLFDO IDFWRU LQ
DIIHFWLQJ )', DFWLYLWLHV HVSHFLDOO\ GXULQJ D ILQDQFLDO FULVLV
7KH UHVXOWV KDYH EHHQ LQ FRQWUDU\ ZLWK WKH YLHZ RI ILUH VDOH )', 7KUHH SRVVLEOH
H[SODQDWLRQV DUH SURYLGHG EHORZ )LUVWO\ WKH ILUH VDOH )', WKDW KDV EHHQ HYLGHQFHG
LQ SUHYLRXV OLWHUDWXUHV LV ODUJHO\ UHIHUHQFHG WR WKH $VLDQ ILQDQFLDO FULVLV 'XULQJ WKH
FULVLV WKH UHDO GHSUHFLDWLRQ RI ILUPV
 DVVHWV LQ WKH KRVW FRXQWULHV KDG DWWUDFWHG PRUH
IRUHLJQ LQYHVWRUV 7KH UHDVRQ IRU WKH ILUH VDOH )', REVHUYHG LQ WKH $VLDQ ILQDQFLDO

FULVLV LV XQLTXH DQG GLIIHUHQW IURP RWKHU FULVHV :KLOH SUHYLRXV UHVHDUFKHV IRFXV RQ
WKH $VLDQ ILQDQFLDO FULVLV DQG DQ\ SDUWLFXODU DIIHFWHG FRXQWU\ WKLV SDSHU LV FRQGXFWHG
RQ D EDVLV RI DQ DYHUDJH ILQDQFLDO FULVHV LQ WKH GHYHORSHG FRXQWULHV 7KH VDPSOH
XVHG LQ WKLV SDSHU LV EURDGHU ERWK LQ WHUPV RI \HDUV DQG FRXQWULHV LQFOXGLQJ ILQDQFLDO
FULVHV WKDW RFFXUUHG LQ UHFHQW  \HDUV DQG DOO WKH DIIHFWHG GHYHORSHG FRXQWULHV WKDW
KDYH EHHQ UHFRUGHG 6HFRQGO\ DV LV WKH FDVH ZLWK DQ\ PDFURHFRQRPLF GDWD WKH
TXDOLW\ RI )', GDWD HVSHFLDOO\ WKH 0	$ GDWD WRJHWKHU ZLWK WKH GDWD IRU FRQWURO
YDULDEOHV PD\ QRW EH JRRG HQRXJK WR EH XVHG WR H[DPLQH WKH SDWWHUQ 7KLUGO\ WKH
GHSWK OHQJWK DQG VWUXFWXUH RI HDFK W\SH RI ILQDQFLDO FULVHV WRJHWKHU ZLWK XVLQJ WKH
ULJKW GHILQLWLRQ RI FULVHV DUH WZR LPSRUWDQW IDFWRUV UHODWLQJ WR WKH RXWFRPHV LQ WKLV
VWXG\ )RU LQVWDQFH WKH FXUUHQF\ FULVLV LGHQWLILHG LQ WKLV SDSHU LV EDVHG RQ WKH
FULWHULD RI DQ DQQXDO GHSUHFLDWLRQ YHUVXV WKH 86 GROODU RI  SHUFHQW RU PRUH ,I ,
XVH WKH GHILQLWLRQ LQWURGXFHG E\ )UDQNHO DQG 5RVH  WKDW LGHQWLI\ D FXUUHQF\
FULVLV DV QRPLQDO GHSUHFLDWLRQ RI D FXUUHQF\ RI DW OHDVW  SHUFHQW PXFK OHVV
QXPEHU RI FXUUHQF\ FULVHV ZRXOG KDYH EHHQ XVHG LQ WKH HPSLULFDO HVWLPDWLRQ ZKLFK
PD\ OHDG WR GLIIHUHQW UHVXOWV DERXW WKH OLQN EHWZHHQ FXUUHQF\ FULVLV DQG )', DFWLYLW\
*LYHQ WKH LQFUHDVLQJ LPSRUWDQFH RI )', DV D IRUP RI FDSLWDO IORZV DQG WKH UDSLGO\
VSUHDGLQJ JOREDO ILQDQFLDO FULVLV WKH UHVXOWV DUH H[SHFWHG WR SUHVHQW VRPH HPSLULFDO
LPSOLFDWLRQV IRU FRXQWULHV WKDW DUH H[SHULHQFLQJ D ILQDQFLDO FULVLV 7KH LPSOLFDWLRQV
DUH SURYLGHG QRW RQO\ LQ WHUPV RI WKH LPSDFW RI ILQDQFLDO FULVHV RQ )', DFWLYLW\ EXW
DOVR LQ WHUPV RI LQIRUPLQJ XV DERXW WKH SDUWLFXODU W\SH RI ILQDQFLDO FULVHV WKH
FRXQWULHV DUH IDFLQJ ZLWK +RZHYHU WKH UHVHDUFK UHVXOWV JLYH OLWWOH LPSOLFDWLRQ IRU

WKH FXUUHQW GHEW FULVLV LQ (XURSH , GR QRW LQFOXGH GHEW FULVLV LQ P\ VDPSOH RI
ILQDQFLDO FULVHV VLQFH WKH DYDLODEOH GDWD EDVH SURYLGHG E\ 5HLQKDUW DQG 5RJRII 
UHFRUG ]HUR GLVWLQFW GHEW FULVLV HSLVRGHV LQ WKH GHYHORSHG FRXQWULHV
7KH XVH RI SDQHO GDWD DQDO\VLV LV QRW IUHH IURP OLPLWDWLRQV $V OLVWHG LQ +VLDR 
WKHUH DUH SUREOHPV LQ GHVLJQ DQG GDWD FROOHFWLRQ ,Q WHUPV RI WKLV SDSHU WKH VDPSOH
SHULRG LV RQO\  \HDUV EHFDXVH RI WKH ODFN RI 0	$ GDWDVHW 'XULQJ WKLV SHULRG QR
GHEW FULVLV KDV EHHQ FRYHUHG IRU WKH VDPSOH FRXQWULHV ,W LV H[SHFWHG WKDW D ODUJHU
VDPSOH VL]H JLYHV ULVH WR PRUH HIILFLHQW UHVXOWV 2WKHU OLPLWDWLRQV UHODWH WR WKH
PHDVXUHPHQW HUURUV 2QH H[DPSOH RI VXFK DQ HUURU LV WKH PHDVXUHPHQW RI FXUUHQF\
FULVLV GLVFXVVHG DERYH 7KH PHDVXUHPHQW RI RWKHU PDFURHFRQRPLF LQGLFDWRUV DOVR
LPSRVHV LQHYLWDEOH HUURU LQ WKH DQDO\VLV SURFHVV
7KH OLPLWDWLRQV RI WKLV SDSHU RQ WKH RWKHU KDQG SURYLGH UHFRPPHQGDWLRQ IRU IXWXUH
VWXGLHV UHODWLQJ WR WKH WRSLF 2QH FDQ LQFOXGH D GHEW FULVLV YDULDEOH DQG IROORZ
%RJDFK DQG 1R\  LQ GLVWLQJXLVKLQJ GHEW FULVLV EHWZHHQ H[WHUQDO GHEW FULVLV
DQG GRPHVWLF GHEW FULVLV 2WKHU UHFRPPHQGDWLRQ IRU DGGLWLRQDO VWXGLHV LV WR
GLVWLQJXLVK EHWZHHQ GLIIHUHQW W\SHV RI )', DFFRUGLQJ WR GLIIHULQJ PRWLYDWLRQV ,Q
SDUWLFXODU RQH FDQ H[SHFW WKDW GLIIHUHQW PRWLYDWLRQV IRU )', KDYH GLIIHUHQW
YXOQHUDELOLW\ WR ILQDQFLDO FULVHV +RUL]RQWDO )', ZLWK WDUJHWV RI QHLJKERULQJ PDUNHWV
PD\ UHDFW DGYHUVHO\ WR D UHDO GHSUHFLDWLRQ +RZHYHU YHUWLFDO )', ZKLFK LV PRUH
FRQFHUQHG ZLWK SURGXFWLRQ TXDOLW\ DQG FRVWV PD\ EHQHILW IURP D UHDO GHSUHFLDWLRQ
JLYHQ WKH UHGXFHG FRVWV )LQDOO\ WKH UHVXOWV VXSSRUWLQJ WKH )', UHYHUVDOV DUH

REVHUYHG LQ WKH LPPHGLDWH DIWHUPDWK RI WKH ILQDQFLDO FULVHV 7KH ORQJ WHUP HIIHFWV
H[HUWHG E\ ILQDQFLDO FULVHV RQ )', DFWLYLW\ DUH UHPDLQHG XQH[DPLQHG +HQFH IXWXUH
VWXGLHV PD\ LQWURGXFH DQ HPSLULFDO UHJUHVVLRQ PRGHO ZKLFK FDQ EH XVHG WR LGHQWLI\
WKH LPPHGLDWH HIIHFWV DV ZHOO DV WKH ORQJ WHUP LQIOXHQFHV RQ )', DFWLYLW\

5HIHUHQFHV
$]L] $ DQG 0DNNDZL %  
5HODWLRQVKLS EHWZHHQ )RUHLJQ 'LUHFW ,QYHVWPHQW
DQG &RXQWU\ 3RSXODWLRQ
 ,QWHUQDWLRQDO -RXUQDO RI %XVLQHVV DQG 0DQDJHPHQW YRO
QR
$WKXNRUDOD 3  
)', LQ &ULVLV DQG 5HFRYHU\ /HVVRQV )URP WKH
 $VLDQ &ULVLV
 $XVWUDOLDQ (FRQRPLF +LVWRU\ 5HYLHZ YRO  SS
±
$OIDUR / DQG &KHQ 0  
6XUYLYLQJ WKH *OREDO )LQDQFLDO &ULVLV )RUHLJQ 'LUHFW
,QYHVWPHQW DQG (VWDEOLVKPHQW 3HUIRUPDQFH
 +%6 :RUNLQJ 3DSHU 1XPEHU 
$OIDUR / &KDQGD $ .DOHPOL2]FDQ 6 DQG 6D\HN 6  
)', DQG (FRQRPLF
*URZWK WKH 5ROH RI /RFDO )LQDQFLDO 0DUNHWV
 -RXUQDO RI ,QWHUQDWLRQDO (FRQRPLFV
YRO  QR  SS ±




$JXLDU 0 DQG *RSLQDWK *  
)LUH6DOH )', DQG /LTXLGLW\ &ULVHV
 7KH 5HYLHZ
RI (FRQRPLFV DQG 6WDWLVWLFV YRO  QR  SS 
$NLQERDGH 2 $ 6LHEULWV ) . DQG 5RXVVRW ( 1  
)RUHLJQ GLUHFW
LQYHVWPHQW LQ 6RXWK $IULFD
 LQ $MD\L HG )RUHLJQ GLUHFW LQYHVWPHQW LQ 6XE6DKDUDQ
$IULFD ± 2ULJLQ WDUJHWV LPSDFW DQG SRWHQWLDO 1DLUREL $IULFDQ (FRQRPLF 5HVHDUFK
&RQVRUWLXP
$JRVWLQL & $  
7KH LPSDFW RI VWDWH FRUSRUDWH WD[HV RQ )', ORFDWLRQ
 3XEOLF
)LQDQFH 5HYLHZ YRO  SS ±

%XUQVLGH & (LFKHQEDXP 0 DQG 5HEHOR 6  
*RYHUQPHQW JXDUDQWHHV DQG
VHOIIXOILOOLQJ VSHFXODWLYH DWWDFNV
 -RXUQDO RI (FRQRPLF 7KHRU\ YRO  SS 
%DOHVWUD 3 DQG 1HUORYH 0  
3RROLQJ &URVV6HFWLRQ DQG 7LPH 6HULHV 'DWD LQ
WKH (VWLPDWLRQ RI D '\QDPLF 0RGHO 7KH 'HPDQG IRU 1DWXUDO *DV
 (FRQRPHWULFD 
YRO  SS 
%RUHQV]WHLQ ( 'H *UHJRULR - DQG /HH - :  
+RZ GRHV IRUHLJQ GLUHFW
LQYHVWPHQW DIIHFW HFRQRPLF JURZWK"
 -RXUQDO RI ,QWHUQDWLRQDO (FRQRPLFV YRO 
QR  SS ±
%ORQLJHQ % $  
)LUPVSHFLILF $VVHWV DQG WKH /LQN %HWZHHQ ([FKDQJH 5DWHV
DQG )RUHLJQ 'LUHFW ,QYHVWPHQW
 $PHULFDQ (FRQRPLF 5HYLHZ YRO  QR  SS

%ORQLJHQ % DQG :DQJ 0   
,QDSSURSULDWH 3RROLQJ RI :HDOWK\ DQG 3RRU
&RXQWULHV LQ (PSLULFDO )', 6WXGLHV
 LQ 0RUDQ 7 + *UDKDP ( 0 %ORPVWU|P 0
HGV 'RHV )RUHLJQ 'LUHFW ,QYHVWPHQW 3URPRWH 'HYHORSPHQW" ,QVWLWXWH RI
,QWHUQDWLRQDO (FRQRPLFV 3UHVV :DVKLQJWRQ '&
%UXQR 0 DQG (DVWHUO\ :  
,QIODWLRQ &ULVHV DQG /RQJ5XQ *URZWK
 3ROLF\
5HVHDUFK :RUNLQJ 3DSHU 
%RJDFK 2 DQG 1R\ ,  
)LUH6DOH )'," 7KH ,PSDFW RI )LQDQFLDO &ULVHV RQ
)RUHLJQ 'LUHFW ,QYHVWPHQW
:RUNLQJ SDSHUV  8QLYHUVLW\ RI +DZDLL DW 0DQRD
'HSDUWPHQW RI (FRQRPLFV
&DOGHURQ & /RD\]D 1 DQG 6HUYHQ /  
*UHHQILHOG )RUHLJQ 'LUHFW
,QYHVWPHQW DQG 0HUJHUV DQG $FTXLVLWLRQV )HHGEDFN DQG 0DFURHFRQRPLF (IIHFWV

:RUOG %DQN 3ROLF\ 5HVHDUFK :RUNLQJ 3DSHU 

&KHRQJ '  
6XUYLYLQJ D &XUUHQF\ &ULVLV +RZ PXFK 'LG )', DQG ([SRUWV
$FFRXQW IRU )LUP 5HVLOLHQFH LQ $VLD"
 'LVFXVVLRQ 3DSHU -RKQV +RSNLQV 8QLYHUVLW\
&DUOWRQ ' :  
7KH ORFDWLRQ DQG HPSOR\PHQW FKRLFHV RI QHZ ILUPV $Q
HFRQRPHWULF PRGHO ZLWK GLVFUHWH DQG FRQWLQXRXV HQGRJHQRXV YDULDEOHV
 5HYLHZ RI
(FRQRPLFV DQG 6WDWLVWLFV YRO  SS ±
&RQWHVVL 6 DQG 3DFH 3 '  
7KH 1RQ 5HVLOLHQF\ RI )RUHLJQ 'LUHFW
,QYHVWPHQW LQ WKH 8QLWHG 6WDWHV GXULQJ WKH  )LQDQFLDO &ULVLV
 :RUNLQJ
SDSHU % )HGHUDO 5HVHDUFK %DQN RI 6W /RXLV 5HVHDUFK 'LYLVLRQ
&DOGHURQ & DQG 'LGLHU 7  
:LOO )', EH 5HVLOLHQW LQ WKLV &ULVLV
 0LPHR:RUOG
%DQN /DWLQ $PHULFD DQG WKH &DULEEHDQ 5HJLRQ
&DSULR * DQG .OLQJHELHO '  
%DQN ,QVROYHQFLHV &URVV&RXQWU\
([SHULHQFH
 :RUOG %DQN 3ROLF\ 5HVHDUFK :RUNLQJ 3DSHU QR 
&KDQJ 5 DQG 9HODVFR $  
$ PRGHO RI FXUUHQF\ FULVHV LQ HPHUJLQJ PDUNHWV

4XDUWHUO\ -RXUQDO RI (FRQRPLFV YRO  QR  SS 
&KDUOHV 3 .LQGOHEHUJHU DQG 5REHUW $  0DQLDV 3DQLFV DQG &UDVKHV $
+LVWRU\ RI )LQDQFLDO &ULVHV ILIWK (GLWLRQ 3DOJUDYH 0DF0LOODQ
'RROH\ 0  
$ PRGHO RI FULVHV LQ HPHUJLQJ PDUNHWV
 (FRQRPLF -RXUQDO YRO
 QR  SS 
'LDPRQG ' DQG '\EYLJ 3  
%DQN 5XQV 'HSRVLW ,QVXUDQFH DQG /LTXLGLW\

-RXUQDO RI 3ROLWLFDO (FRQRP\ YRO  QR  SS  
(GJLQJWRQ ' : DQG +D\WHU 5  
-DSDQHVH GLUHFW IRUHLJQ LQYHVWPHQW DQG

WKH $VLDQ ILQDQFLDO FULVLV
 *HRIRUXP YRO  QR  SS ±
(]LULP & % DQG 0XRJKDOX 0 ,  
([FKDQJH UDWH GHWHUPLQDWLRQ IRUHLJQ
LQYHVWPHQW EXUGHQ DQG H[WHUQDO GHEW FULVLV LQ OHVVGHYHORSHG FRXQWULHV 1LJHULDQ
H[SHULHQFH
 ,QWHUQDWLRQDO -RXUQDO RI %XVLQHVV DQG (FRQRPLFV 3HUVSHFWLYHV YRO 
QR  SS ±
)URRW . DQG 6WHLQ .  
([FKDQJH 5DWHV DQG )RUHLJQ 'LUHFW ,QYHVWPHQW $Q
,PSHUIHFW &DSLWDO 0DUNHWV $SSURDFK
 4XDUWHUO\ -RXUQDO RI (FRQRPLFV YRO  QR
 SS 
)DQ ; DQG 'LFNLH 3 0  
7KH FRQWULEXWLRQ RI IRUHLJQ GLUHFW LQYHVWPHQW WR
JURZWK DQG VWDELOLW\
 $6($1 (FRQRPLF %XOOHWLQ YRO  QR  SS 
)UDQNHO - DQG 5RVH $  
&XUUHQF\ &UDVKHV LQ (PHUJLQJ 0DUNHWV $Q
(PSLULFDO 7UHDWPHQW
 -RXUQDO RI ,QWHUQDWLRQDO (FRQRPLFV YRO QR  SS

*OLFN 5 DQG +XWFKLVRQ 0  
&XUUHQF\ &ULVHV
 )HGHUDO 5HVHUYH %DQN RI 6DQ
)UDQFLVFR :RUNLQJ 3DSHUV 
*UDKDP ( 0 DQG :DGD (  
'RPHVWLF UHIRUP WUDGH DQG LQYHVWPHQW
OLEHUDOL]DWLRQ ILQDQFLDO FULVLV DQG IRUHLJQ GLUHFW LQYHVWPHQW LQWR 0H[LFR
 7KH :RUOG
(FRQRP\ YRO  QR  SS ±
+HUPDQ 0 &KLVKROP ' DQG /HDYHOO +  
)', DQG WKH HIIHFWV RQ 6RFLHW\

3URFHHGLQJV RI WKH $FDGHP\ IRU 6WXGLHV LQ ,QWHUQDWLRQDO %XVLQHVV YRO  QR  SS
±
+VLDR &  $QDO\VLV RI SDQHO GDWD &DPEULGJH 8QLYHUVLW\ 3UHVV &DPEULGJH

+VLDR &  $QDO\VLV RI 3DQHO 'DWD QG HGLWLRQ &DPEULGJH 8QLYHUVLW\ 3UHVV
&DPEULGJH
+D\DPL <  'HYHORSPHQW (FRQRPLFV )URP 3RYHUW\ $OOHYLDWLRQ WR WKH
:HDOWK 2I 1DWLRQV QG (GLWLRQ 1HZ <RUN 2[IRUG 8QLYHUVLW\ 3UHVV
+LQHV - 5  
$OWHUHG VWDWHV 7D[HV DQG WKH ORFDWLRQ RI IRUHLJQ GLUHFW
LQYHVWPHQW LQ $PHULFD
 7KH $PHULFDQ (FRQRPLF 5HYLHZ YRO  SS ±
-DQXV 7 DQG 5LHUD&ULFKWRQ '  
%DQNLQJ &ULVHV ([WHUQDO 7XUPRLO DQG WKH
5ROH RI &URVV )RUHLJQ ,QYHVWPHQW 5HYHUVDOV
 ,(6( 5HVHDUFK 3DSHUV ' ,(6(
%XVLQHVV 6FKRRO
-XQ . : DQG 6LQJ +  
7KH 'HWHUPLQDQWV RI )RUHLJQ 'LUHFW ,QYHVWPHQW LQ
'HYHORSLQJ &RXQWULHV
 7UDQVQDWLRQDO &RUSRUDWLRQV YRO  QR 
.L\RWD . DQG 8UDWD 6  
([FKDQJH UDWH H[FKDQJH UDWH YRODWLOLW\ DQG IRUHLJQ
GLUHFW LQYHVWPHQW
 7KH :RUOG (FRQRP\ YRO  SS ±
.RUELQ 6  
3ROLWLFDO 5LVN $ 5HYLHZ DQG 5HFRPPHQGDWLRQ
 -RXUQDO RI
,QWHUQDWLRQDO %XVLQHVV YRO  SS 
.LDW -  
7KH HIIHFWV RI H[FKDQJH UDWH DQG LQIODWLRQ RQ IRUHLJQ GLUHFW
LQYHVWPHQW DQG UHODWLRQVKLS ZLWK HFRQRPLF JURZWK LQ 6RXWK $IULFD
 *RUGRQ
,QVWLWXWH RI %XVLQHVV 6FLHQFH 8QLYHUVLW\ RI 3UHWRULD
.UXJPDQ 3  &XUUHQF\ &ULVLV 8QLYHUVLW\ RI &KLFDJR 3UHVV &KLFDJR IRU WKH
1DWLRQDO %XUHDX RI (FRQRPLF 5HVHDUFK 1%(5
.UXJPDQ 3  
$ 0RGHO RI %DODQFH RI 3D\PHQWV &ULVHV
 -RXUQDO RI 0RQH\

&UHGLW DQG %DQNLQJ YRO  QR  SS 
.UXJPDQ 3  
)LUH6DOH )',
 1DWLRQDO %XUHDX RI (FRQRPLF 5HVHDUFK YRO 
SS 
.DPLQVN\ * DQG 5HLQKDUW &  
7KH 7ZLQ &ULVLV &DXVHV RI %DQNLQJ DQG
%DODQFH RI 3D\PHQWV 3UREOHPV
 )HGHUDO 5HVHUYH 6\VWHP %RDUG RI *RYHUQRUV
:RUNLQJ 3DSHU 1R 
.LP - ' DQG +ZDQJ 6 ,  µ7KH 5ROH RI )RUHLJQ 'LUHFW ,QYHVWPHQW LQ
.RUHDQ (FRQRPLF 'HYHORSPHQW 3URGXFWLYLW\ (IIHFWV DQG ,PSOLFDWLRQV IRU WKH
&XUUHQF\ &ULVLV
 1DWLRQDO %XUHDX RI (FRQRPLF 5HVHDUFK YRO  SS 
.OHLQ 0 DQG 5RVHQJUHQ (  
7KH 5HDO ([FKDQJH 5DWH DQG )RUHLJQ 'LUHFW
,QYHVWPHQW LQ WKH 8QLWHG 6WDWHV 5HODWLYH :HDOWK (IIHFW YV 5HODWLYH :DJH (IIHFW

-RXUQDO RI ,QWHUQDWLRQDO (FRQRPLFV YRO QR SS 
/LP ( *  
'HWHUPLQDQWV RI DQG WKH 5HODWLRQ %HWZHHQ )RUHLJQ 'LUHFW
,QYHVWPHQW DQG *URZWK $ 6XPPDU\ RI 5HFHQW /LWHUDWXUH
 ,0) :RUNLQJ 3DSHU 1R

/XJHU 0 , DQG 6KHWW\ 6  
'HWHUPLQDQWV RI IRUHLJQ SODQW VWDUWXSV LQ WKH
8QLWHG 6WDWHV /HVVRQV IRU SROLF\PDNHUV LQ WKH 6RXWKHDVW
 9DQGHUELOW -RXUQDO RI
7UDQVQDWLRQDO /DZ 6SULQJ SS ±
/DHYHQ / DQG 9DOHQFLD )  
6\VWHPLF EDQNLQJ FULVHV D QHZ GDWDEDVH

,QWHUQDWLRQDO 0RQHWDU\ )XQG :RUNLQJ 3DSHU 
/LSVH\ ( 5  




/RXQJDQL 3 DQG 5D]LQ $  
+RZ EHQHILFLDO LV IRUHLJQ GLUHFW LQYHVWPHQW IRU
GHYHORSLQJ FRXQWULHV"
 )LQDQFH DQG 'HYHORSPHQW YRO  QR  SS ±
/XFDV ( %  
2Q WKH GHWHUPLQDQWV RI GLUHFW IRUHLJQ LQYHVWPHQW HYLGHQFH
IURP HDVW DQG VRXWKHDVW $VLD
 :RUOG 'HYHORSPHQW YRO  QR  SS 
/HYFKHQNR $ $QG 0DXUR 3  
'R 6RPH )RUPV RI )LQDQFLDO )ORZV +HOS
3URWHFW IURP 6XGGHQ 6WRSV"
 :RUOG %DQN (FRQRPLF 5HYLHZ YRO  QR  SS

0RWWDOHE . $  
'HWHUPLQDQWV RI )RUHLJQ 'LUHFW ,QYHVWPHQW DQG ,WV ,PSDFW
RQ (FRQRPLF *URZWK LQ 'HYHORSLQJ &RXQWULHV
 0XQLFK 3HUVRQDO 5H3(F $UFKLYH 1R

0DOWKXV 7 5  $Q (VVD\ RQ WKH 3ULQFLSOH RI 3RSXODWLRQ QG (GLWLRQ 6HOHFWHG
DQG LQWURGXFHG E\ 'RQDOG :LQFK &DPEULGJH &DPEULGJH 8QLYHUVLW\ 3UHVV
0LOHVL)HUUHWWL * 0 DQG 7LOOH &  µ7KH *UHDW 5HWUHQFKPHQW ,QWHUQDWLRQDO
&DSLWDO )ORZV'XULQJ WKH *OREDO )LQDQFLDO &ULVLV
 *UDGXDWH ,QVWLWXWH RI ,QWHUQDWLRQDO
DQG 'HYHORSPHQW 6WXGLHV :RUNLQJ 3DSHU QR 
0DPDWD 7  
,PSDFW RI *OREDO )LQDQFLDO &ULVLV RQ )', )ORZV LQ ,QGLD$
6SHFLDO 5HIHUHQFH WR +RXVLQJ 6HFWRU
 ,QWHUQDWLRQDO -RXUQDO RI 7UDGH (FRQRPLFV
DQG )LQDQFH YRO  QR  SS 
1R\ , DQG 9X 7 %  
&DSLWDO $FFRXQW /LEHUDOL]DWLRQ DQG )RUHLJQ 'LUHFW
,QYHVWPHQW
 1RUWK $PHULFDQ -RXUQDO RI (FRQRPLFV DQG )LQDQFH YRO  QR  SS
 
1DJDUDMDQ 6  3RSXODWLRQ DQG GHYHORSPHQW 7KUHDGV RI D QDUUDWLYH

8QSXEOLVKHG PDQXVFULSW 7KH &HQWHU IRU *OREDO 'HYHORSPHQW :DVKLQJWRQ '&
1XQQHQNDPS 3 DQG 6SDW] -  
'HWHUPLQDQWV RI )', LQ 'HYHORSLQJ
&RXQWULHV KDV JOREDOL]DWLRQ FKDQJHG WKH UXOHV RI WKH JDPH"
 7UDQVQDWLRQDO
&RUSRUDWLRQV YRO  QR  SS 
2PDQNKDQOHQ $ (  
7KH (IIHFW RI ([FKDQJH 5DWH DQG ,QIODWLRQ RQ )RUHLJQ
'LUHFW ,QYHVWPHQW DQG ,WV 5HODWLRQVKLS ZLWK (FRQRPLF *URZWK LQ 1LJHULD

(FRQRPLFV DQG $SSOLHG ,QIRUPDWLFV YRO  SS 
2EVWIHOG 0  
7KH /RJLF RI &XUUHQF\ &ULVHV
 &DKLHUV (FRQRPLTXHV HW
0RQHWDLUHV YRO  SS 
2VHL 5 0RUULVVH\ 2 DQG /HQVLQN 5  
7KH 9RODWLOLW\ RI &DSLWDO ,QIORZV
0HDVXUHV DQG 7UHQGV IRU 'HYHORSLQJ &RXQWULHV
 &5(',7 5HVHDUFK 3DSHU 8QLYHUVLW\
RI 1RWWLQJKDP
3RXOVHQ / 6 DQG +XIEDXHU * &  
)RUHLJQ 'LUHFW LQYHVWPHQW LQ 7LPHV RI
&ULVLV
 :RUNLQJ 3DSHU  3HWHUVRQ ,QVWLWXWLRQ IRU ,QWHUQDWLRQDO (FRQRPLFV
3DSNH / (  ,QWHUVWDWH EXVLQHVV WD[ GLIIHUHQWLDOV DQG QHZ ILUP ORFDWLRQ
(YLGHQFH IURP SDQHO GDWD -RXUQDO RI 3XEOLF (FRQRPLFV YRO  SS ±
5\GTYLVW -  
)', DQG &XUUHQF\ &ULVHV &XUUHQF\ FULVHV DQG WKH LQIORZ RI
)',
 -RQNRSLQJ ,QWHUQDWLRQDO %XVLQHVV 6FKRRO
5RRW ) DQG $KPHG $  
(PSLULFDO 'HWHUPLQDQWV RI 0DQXIDFWXULQJ 'LUHFW
)RUHLJQ ,QYHVWPHQW LQ 'HYHORSLQJ &RXQWULHV
 (FRQRPLF 'HYHORSPHQW DQG &XOWXUDO
&KDQJH YRO 

5HLQKDUW & 0 DQG 5RJRII . 6  7KLV 7LPH LV 'LIIHUHQW (LJKW &HQWXULHV RI
)LQDQFLDO )ROO\ 3ULQFHWRQ 8QLYHUVLW\ 3UHVV
5RVH $  
2QH 5HDVRQ &RXQWULHV 3D\ 7KHLU 'HEWV 5HQHJRWLDWLRQ DQG
,QWHUQDWLRQDO 7UDGH
 -RXUQDO RI 'HYHORSPHQW (FRQRPLFV
6LQJK + DQG -XQ . :  
6RPH QHZ HYLGHQFH RQ GHWHUPLQDQWV RI IRUHLJQ
GLUHFW LQYHVWPHQW LQ GHYHORSLQJ FRXQWULHV
 :RUOG %DQN 3ROLF\ 5HVHDUFK :RUNLQJ
3DSHU 1R  :DVKLQJWRQ '& :RUOG %DQN
6FKQHLGHU ) DQG )UH\ % 6  
(FRQRPLF DQG SROLWLFDO GHWHUPLQDQWV RI IRUHLJQ
GLUHFW LQYHVWPHQW
 :RUOG 'HYHORSPHQW YRO  QR  SS 
6ROLPDQ 0 0  
7KH (IIHFW RI &XUUHQF\ &ULVHV RQ )RUHLJQ 'LUHFW ,QYHVWPHQW
$FWLYLW\ LQ (PHUJLQJ 0DUNHWV
 5HYLHZ RI $SSOLHG (FRQRPLFV 9RO  QR  SS

7KX 9 7  
(IIHFWV RI WKH $VLDQ ILQDQFLDO FULVLV RQ IRUHLJQ LQYHVWPHQW LQ
9LHWQDP DQG VROXWLRQV
 (FRQRPLF 'HYHORSPHQW 5HYLHZ YRO  SS 
7DSVRED 5  
'RHV ,QIODWLRQ 7DUJHWLQJ 0DWWHU IRU $WWUDFWLQJ )RUHLJQ 'LUHFW
,QYHVWPHQW LQWR 'HYHORSLQJ &RXQWULHV"
 &(5', :RUNLQJ 3DSHUV
7DNDJL 6 DQG 6KL =  
([FKDQJH UDWH PRYHPHQWV DQG IRUHLJQ GLUHFW
LQYHVWPHQW )', -DSDQHVH LQYHVWPHQW LQ $VLD 
 -DSDQ DQG WKH :RUOG
(FRQRP\ YRO  SS 
8GRK ( DQG (JZDLNKLGH ) 2  
([FKDQJH 5DWH 9RODWLOLW\ ,QIODWLRQ
8QFHUWDLQW\ DQG )RUHLJQ 'LUHFW ,QYHVWPHQW LQ 1LJHULD
 %RWVZDQD -RXUQDO RI
(FRQRPLFV YRO  1R SS 

8UDWD 6  
7KH (DVW $VLDQ HFRQRPLF FULVLV DQG -DSDQHVH IRUHLJQ GLUHFW
LQYHVWPHQW LQ $VLD
 $6(0 5HJLRQDO (FRQRPLVWV¶ :RUNVKRS %DOL ,QGRQHVLD
6HSWHPEHU ±  ±
81&7$'  :RUOG ,QYHVWPHQW 5HSRUW  )', 3ROLFLHV IRU 'HYHORSPHQW
1DWLRQDO DQG ,QWHUQDWLRQDO 3HUVSHFWLYH 1HZ <RUN 8QLWHG 1DWLRQV
81&7$'  :RUOG ,QYHVWPHQW 3URVSHFWV 6XUYH\ ± 1HZ <RUN DQG
*HQHYD 8QLWHG 1DWLRQV
81&7$'  :RUOG ,QYHVWPHQW 5HSRUW  *OREDO ,QYHVWPHQW 7UHQGV
0RQLWRU *HQHYD 8QLWHG 1DWLRQV
81&7$'  :RUOG HFRQRPLF VLWXDWLRQ DQG SURVSHFWV  *HQHYD 8QLWHG
1DWLRQV
8FDO 0 2]FDQ . 0 %LOJLQ 0 + DQG 0XQJR -  
5HODWLRQVKLS %HWZHHQ
)LQDQFLDO &ULVLV DQG )RUHLJQ 'LUHFW ,QYHVWPHQW LQ 'HYHORSLQJ &RXQWULHV 8VLQJ
6HPLSDUDPHWULF 5HJUHVVLRQ $SSURDFK
 -RXUQDO RI %XVLQHVV (FRQRPLFV DQG
0DQDJHPHQW YRO  QR  SS 
:KHHOHU ' DQG 0RG\ $  
,QWHUQDWLRQDO ,QYHVWPHQW /RFDWLRQ 'HFLVLRQV WKH
&DVH RI 86 ILUPV
 -RXUQDO RI ,QWHUQDWLRQDO (FRQRPLFV YRO 
:LH . 7  
3ROLFLHV IRU SULYDWH VHFWRU GHYHORSPHQW LQ ,QGRQHVLD
 $'%
,QVWLWXWH 'LVFXVVLRQ 3DSHU QR  SS 

$SSHQGL[
7DEOH % /LVW RI WKH VDPSOH RI  GHYHORSHG FRXQWULHV E\ UHJLRQ
$PHULFD  &DQDGD 8QLWHG 6WDWHV
$VLD  -DSDQ
(XURSH  $XVWULD %HOJLXP 'HQPDUN )LQODQG )UDQFH *HUPDQ\ *UHHFH
+XQJDU\ ,FHODQG ,UHODQG ,WDO\ 1HWKHUODQGV 1RUZD\ 3RUWXJDO 6SDLQ 6,GHQ
6ZLW]HUODQG 8QLWHG .LQJGRP
2FHDQLD  $XVWUDOLD 1HZ =HDODQG

7DEOH & 6XPPDU\ RI YDULDEOHV
9DULDEOH 'HILQLWLRQ 6RXUFH
'HSHQGHQW YDULDEOHV
)', IORZV 1HW )', LQIORZ LQ ELOOLRQV RI
FXUUHQW 86 
81&7$'
)', VWRFNV )', VWRFN LQ ELOOLRQV RI
FXUUHQW 86 
81&7$'
0	$ 9DOXH RI FURVVERUGHU 0	$
LQ ELOOLRQV RI FXUUHQW 86 
81&7$'
*UHHQILHOG )', 9DOXH RI JUHHQILHOG





%DQNLQJ FULVLV 'HILQHG DV WKH HYHQW LQ
ZKLFK VLJQLILFDQW IUDFWLRQ RI
WKH EDQNLQJ VHFWRU LV
LQVROYHQW EXW UHPDLQV RSHQ
0RUHRYHU VHYHU VLWXDWLRQ
FDQ OHDG WR EDQN FORVXUH
PHUJLQJ RU WDNHRYHU
5	5
,QIODWLRQ FULVLV $Q DQQXDO LQIODWLRQ UDWH RI
 RU KLJKHU
5	5
&XUUHQF\ FULVLV $Q DQQXDO GHSUHFLDWLRQ




PDUNHW VL]H DQG SRWHQWLDOV
*'3 SHU FDSLWD 1RPLQDO *'3 SHU FDSLWD DW 81&7$'

FXUUHQW SULFHV DQG FXUUHQW
H[FKDQJH UDWHV LQ PLOOLRQV
RI FXUUHQW 86
5HDO *'3 JURZWK $QQXDO SHUFHQWDJH JURZWK
UDWH RI *'3 DW PDUNHW SULFHV
EDVHG RQ FRQVWDQW ORFDO
FXUUHQF\ DQQXDO 
:', E\ :RUOG EDQN
/DERU DYDLODELOLW\ DQG FRVW
/DERU IRUFH 7RWDO ODERU IRUFH FRPSULVHV
SHRSOH DJHV  DQG ROGHU




SRSXODWLRQ DOO SHRSOH ZKR
VXSSO\ ODERU IRU WKH
SURGXFWLRQ RI JRRGV DQG
VHUYLFHV GXULQJ D VSHFLILHG
SHULRG 7RWDO LQ PLOOLRQV
:', E\ :RUOG EDQN
5HDO *'3 SHU FDSLWD 5HDO *'3 SHU FDSLWD DW
FRQVWDQW SULFHV  DQG
FRQVWDQW H[FKDQJH UDWH
 LQ PLOOLRQV RI
FRQVWDQW 86
81&7$'
2SHQQHVV WR LQWHUQDWLRQDO PDUNHW
7UDGH RSHQQHVV 'HJUHH RI RSHQQHVV WR
LQWHUQDWLRQDO PDUNHW
0HDVXUHG E\ FRXQWU\




([SRUWV ([SRUWV RI JRRGV DQG VHUYLFHV
UHSUHVHQW WKH YDOXH RI DOO
JRRGV DQG RWKHU PDUNHW
VHUYLFHV SURYLGHG WR WKH UHVW
RI WKH ZRUOG LQ PLOOLRQV RI
86
:', E\ :RUOG EDQN
3ROLWLFDO HQYLURQPHQW
3ROLWLFDO ULJKWV 3ROLWLFDO ULJKWV LQGH[ )UHHGRP +RXVH
&LYLO OLEHUWLHV &LYLO OLEHUWLHV LQGH[ )UHHGRP +RXVH
,QIUDVWUXFWXUH
7HOHSKRQH OLQHV 7HOHSKRQH OLQHV DUH IL[HG
WHOHSKRQH OLQHV WKDW FRQQHFW D
VXEVFULEHU¶V WHUPLQDO
HTXLSPHQW WR WKH SXEOLF
VZLWFKHG WHOHSKRQH QHWZRUN
DQG WKDW KDYH D SRUW RQ D
WHOHSKRQH H[FKDQJH SHU
 SHRSOH
:', E\ :RUOG EDQN
,QWHUQHW XVHUV ,QWHUQHW XVHUV DUH SHRSOH
ZLWK DFFHVV WR WKH ZRUOGZLGH
QHWZRUN SHU  SHRSOH
:', E\ :RUOG EDQN
*HRJUDSK\
3RSXODWLRQ 7RWDO SRSXODWLRQ LQ PLOOLRQV 81&7$'

/DQG DUHD /DQG DUHD LV D FRXQWU\
V WRWDO
DUHD H[FOXGLQJ DUHD XQGHU
LQODQG ZDWHU ERGLHV QDWLRQDO
FODLPV WR FRQWLQHQWDO VKHOI
DQG H[FOXVLYH HFRQRPLF
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